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PAKISTAN ENHANCED PARTNERSHIP AGREEMENT 



This Pakistan Enhanced Partnership Agreement (this "Agreement *) is entered into between the 
Government of the Islamic Republic of Pakistan, acting through the Economic Affairs Division 
(EAD) of the Ministry of Economic Affiriis and Statistics (hereinafter referred to as the 
"Grantee"), and the Government of the United States of America, acting through the United 
States Agency for International Development ("USAID", and together with the Grantee, each a 
"Party" and collectively, the "Parties"). 

Whereas, the people of the Islamic Republic of Pakistan and the people of the Uni fed 
States of America share a long history of friendship and comity, and the interests of both nations 
are well-served by strengthening and deepening this friendship; 

Whereas, both the Government of the Islamic Republic of Pakistan and the Government 
of the United Stales of America recognize the enormous economic and social challenges facing 
die people of Pakistan today in the wake of the historic and disastrous floods which have [ 
Pakistan over the last two months; 

Whereas, die Government of the Islamic Republic of Pakistan and the Government of i 
United States of America seek to work together to build mutual trust and confidence by actively 
and consistently pursuing a sustained, long-term, multifaceted relationship between the two 
countries, devoted to strengthening die mutual security stability, and prosperity of both 
countries; 

Whereas, the Government of the Islamic Republic of Pakistan and the Government of the 
United States of America seek to strengthen Pakistan's instruments and systems of good 
governance and sound socio-economic growth; and 

Whereas, the Governments of the Islamic Republic of Pakistan and the Government of the 
United States of America seek to promote sustainable long-term development and infrastructure 
programs, including in healthcare, education, water management, and energy programs, in all 
areas of Pakistan, that are sustained and supported by each successive democratic government in 
Pakistan* 

Therefore, the Grantee and USAID agree to the following: 
Article 1, Purpose 

The purpose of this Agreement is to set out the understanding of the Parties in connection ^ith 
the Objectives (defined below) for the provision of development assistance to Pakistan. 

Article 2. Objectives and Amplified Descriptions 
Section 2.1 Objectives 

In order to further the foreign assistance objectives of peace and security, just and 
democratic governance, economic growth, social sector support and humanitarian assistance, 
articulated by die Government of the United States of America under the Strategic Framework 



for United Slates Foreign Assistance* the Parties agree to work together by focusing on activity 
in the manner described in Aim The objectives <md program areas 

described in Annex l ,An^^ Descriptions are ro^^ as the "Objective." 

Section 23 Annex 1, Amplified Descriptions 

Annex 1, attached, is subdivided into parts containing Amplified Descriptions for the 
sector or other area (geographic or otherwise) primarily targeted therein. Each amplifies die 
Objective and describes the program areas and identifies some of the indicators that will be used 
to measure the progress and achievement in each of the program areas in the identified area. 
Within the limits of the definition of the objective set forth in Section 2.1, the Amplified 
Descriptions set forth in Annex 1 may be changed by written agreement of the Authorised 
Representatives of the Parties, or written agreement of USAID's Authorized representative ajtid 
Additional Representative* of the Grantee with respect to activities relevant to the Additional 
Representative's function, without formal amendment of this Agreement An amendment to the 
Agreement will be required to add or remove any new Amplified Descriptions. 

Article 3. Contributions of the Parties 
Section 3.1 USAIO Contribution 

(a) The Grant: To help achieve the objective set forth in this Agreement, USAID, pursuant 
to die Foreign Assistance Act of 1961, as amended, hereby grants to the Grantee under the terns 
of the Agreement an amount not to exceed Eight Hundred Thirty-One Million Three Hundred 
and Thirty-Five Thousand United States fUS") dollars (U.S.S831 335,000) (the «Gnmt"). 

(b) Tflfrl F^rffryi ted USAID Contribution : The United States, through enactment of the 
United States Partnerships with Pakistan Act of 2009 has established $7.5 billion to [be 
implemented through various agencies of the United States Government (USG). USAID's total 
estimated contribution under this Agreement to achievement of the Objective will be such sum as 
shall be agreed in subsequent amendments to this Agreement, which will be provided) in 
increments. Subsequent increments will be subject to the availability of foods to USAID fortius 
purpose and the mutual agreement of the Parties, at the time of each subsequent increment! to 
proceed. 

(c) Excess fimds: If at any time USAID determines that its contribution under Section 
3.1(a) exceeds the amount which reasonably cm be committed for achieving the Objective | 
during the current or next U.S. fiscal year, USAID may, upon written notice to the Graniee, 
withdraw the excels amount, thereby reducing the amount of the Grant as set forth in 
Section 3.1(a). Actions taken pursuant to this subsection will not revise USAID's total estimated 
contribution set forth in Section 3.1(b). 

(d) Uses of the Giant: The Parties agree that the USAID contribution may be disbursed by 
USAID through contracts,, grants, cooperative agreements, and other implementing instruments 
with third parties, whether public or private, or, in some cases through the provision of grants, 
budget support or other govemment-ta-govenunent mechanisms made available to the Grantee, 
as USAID deems appropriate to follow approved USG regulations and to achieve the mutually 
agreed upon Objective as described in Annex 1 of this Agreement or described in program 
implementation letters issued in accordance with Section A.2 of Annex 2 of this Agreement All 
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grants, budget support or otter ^veniffi^tG-govenimait mechanisms made available to tjfie 
Grantee will be made in accordance with USAID^ policies and procedures, using Giant funds, 
through program implementation letters with the Grantee and must conform to US. Government 
policies in Pakistan, All other awards will be made in accordance with USAttTs policies a»d 
procedure, using Grant fufidSj without farther documentation between US ADO and the Grantee. 

Section 3.2 Grantee Contribution 

The Grantee's contribution, based on USAID's contribution in Section 3.1(a), will not be 
less than the equivalent of one-third of the portion of the Grant that is used to support activities 
that directly benefit the Grantee or over Which the Grantee exercises direct and substantial 
involvement, provided that such amount may be reduced with the written consent of USAID. 
The Grantee's contribution, in local currency or otherwise, may include either cash or in-kind 
contributions or both. The dollar equivalent amount of the Grantee's contribution shall be set 
forth in a program implementation letter and shall be subsequently included in the Illustrative 
Financial Plan included in Annex 1 of this Agreement The amount of the Grantee's contribution 
shall be adjusted upon airy increase in the amount of the Giant set forth in Section 3.1(a), in 
accordance with the formula described in the first sentence of this paragraph, and the precise 
amount of such adjustment shall be indicated in a program implementation letter. Hie Grantee 
will report at least annually in a format to be agreed upon with USAID on its cash and in-kind 
contributions. 

Article 4. Completion Date 1 

(a) The completion date* which is September 3Q 5 2015, or such other date as both 
may agree to in writing, is the date by which the Parties estimate that aU the activities 
to achieve the Objective will be completed. 

(b) Except as USAID may otherwise agree to in writing, USAID will not issue or approve 
documentation that would authorize disbursement of the Grant for services performed or goods 
furnished after the completion date. 

(c) Requests for disbursement, accompanied by necessary supporting documentation 
prescribed in Program Implementation Letter^ are to be received by USAID no later than 4ne 
(9) months following the completion date, or sych other period as USAID agrees to in writing 
before or after such period After such period USAID, at any time or times, may give notice in 
writing to the Grantee and reduce the amount of the Grant by all or any part thereof for wMch 
requests for disbursement, accompanied by necessary supporting documentation prescribed in 
program implementation letters, were not received before the expiration of such period 

Articles. Conditions to Disbursements 

Section 5.1 First Disbursement under the Grant 

Prior to the first disbursement (of any type) under the Grant, or to the issuance by USAID 
of documentation pursuant to which disbursement will be made, the Grantee will, except asihe 
Parties may otherwise agree in writing, furnish to USAID in form and substance satisfactory to 
USAID: 
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(a) An opinion of counsel acceptable to USAID that ® this Agreement has been <h|ly 
authorized or ratified by, and executed on behalf of the Grantee, (ii) this 
Agreement constitutes a valid and legally binding obligation of the Grantee in 
accordance with all of its terms, and (iii) all internal actions and approvals 
necessary to give effect to this Agreement have been obtained by or on behalf of 
the Grantee; and 

(b) A signed statement in the name of the person holding or acting in the office of the 
Grantee specified in Section 7.2, which designates by name and title any 
Additional Representatives, as defined in Section 7.2* 

Section 5.2 Terminal Dates for Conditions 

The terminal date for meeting the conditions specified in Section 5.1 is 90 days Boom the 
date of this Agreement or such later date as USAID may agree to in writing before or after the 
above terminal date. If the conditions in Section 5.1 have not been met by the above terminal 
date, USAID, at any time, may terminate this Agreement by written notice to the Grantee. 

Section 53 Conditions for Disbursement! to the Grantee 

No grants, budget support or other government-to-government assistance may be made 
available to the Grantee until the U.S. Secretary of State provides the certification required under 
the Economic Support Fund account heading of the Department of State, Foreign Operations, 
and Related Program Appropriations Act, 2010 (Public Law 111-117) relating to funds [for 
govemment4o-government assistance to Pakistan. In addition, for the purposes of grants, buiget 
support or other disbursements to the Grantee, USAID wQl set forth additional conditions 
precedent, terms and conditions and other requirements and restrictions in a program 
implementation letter. Such conditions may include, without limitation, the establishment a 
separate dollar account and special local currency account, the satisfaction of certain policy 
objectives and goals, the establishment of financial management and procurement mechanisms 
within the respective implementing agency of the Government of Pakistan or the agreement on 
jointly-established programming goals, as to be further described in subsequent ptogifcam 
implementation letters. I 

Article 6. Special Covenants 

The Grantee, hereby covenants and agrees to issue, renew and/or extend free of charge and in a 
timely manner all official permits, visas, exemptions and any other permissions (including all 
approvals as may be required from time to time to ensure full access to information, project sjptes 
and relevant offices) for the Applicable Persons (as defined below) carrying out activities \ 
financed by USAID under this Agreement (collectively, the "Required Documents"). For 
purposes of this provision, Applicable Persons is defined as: (1) USAID employees, and (2) 
employees and consultants of any contractors, grantees and other organizations carrying out 
activities financed by USAID under this Agreement The Grantee also hereby covenants and 
agrees to issue, renew and/or extend free of charge and in a timely manner all official permits, 
visas, exemptions mid any other permissions that ate required, or become required, in ordetf for 
such Applicable Persons and their dependent family members to legally reside in the Islamic 
Republic Of Pakistan. 
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Article 7. Miscellaneous 

Section 7.1 Commiinkatiniis 

Any notice, request* document, or other communication submitted by either Party to the 
other under this Agreement will be in writing or by telegram, telefax, ©able or electronic mail (e- 
mail), and will be deeitted duly given or sent when delivered to such Party at the foltowihg 
address: 

To the Grantee : 
Mail address: 
Secretary 

Ministry of Economic Affairs and Statistics 
(Economic Affairs Division) 
Government of Pakistan 
Block "C", Pakistan Secretariat 
Islama ba d, Pakistan 

Telefax: 051-920-5327, 051-920-3258 or 

051-92O-1629 
E-mail: secretary(gea(Lgov.pk 

All such communications will be in English, unless the Parties otherwise agree in writing. Otter 
addresses may be substituted for the above upon the giving of notice. 

Section 7 J Representatives ' 

For all purposes relevant to this Agreement, the Grantee will be represented by the 
individual holding or acting in the office of Secretary of the Economic Affairs Division of the 
Ministry of Economic Affairs and Statistics, and USAID will be represented by the individual 
holding or acting in the office of Director of the USAID Mission to Pakistan (eachlan 
"Authorized Representative'* and togjetber, the ^Authorized Representatives"), Each of Sthe 
Authorized Representatives, by written notice, may designate additional representatives 
("Additional Representatives") for any purpose relating to the regions or Program Area(s) 
relevant to their fiinction, other than signing formal amendments to this Agreement 

The names and titles of the Additional Representatives of the Grantee will be provided 
through a signed statement to US AID from the Authorized Representative of the Grantee, which 
designates by name ami title any Additional Representative and when appropriate the specific > 
corresponding program areas, identified by "Parts 1-9" in this annex 1. USAID may accept as 
duly authorized any instrument signed by such Additional Representatives (or any individuals 
subsequent holding or acting in the office of such representatives, or individuals designated by 
such representatives to sign implementation letters on their behalf) in accordance with fins 
paragraph, until receipt of written notice of revocation of their authority. 

Section 73 Standard Provisions Annex 

A "Standard Pro visions Annex" (Annex 2) is attached to and forms part of this 
Agreement 



To US/ 
Director 

USAID Mission to Pakistan 
American Embassy 
Diplomatic Enclave 
Ramna 5, Islamabad, Pakistan 



Telefax: 051-287-0310 
E-mail: 
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Section 7 A Other Agreements 

Nothing in this Agreement shall be construed as derogating from any rights, privileges 
and immunities accorded to USAID, USAID's implementing partners (including contractors and 
grantees), and/or their respective employees and consultants pursuant to any other agreement 
between the Islamic Republic of Pakistan and the United States of America. 



I 
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JN WITNESS WHEREOF, the United States of America and the Islamic Republic of Pakistan, 
each acting through its duly authorized representatives, have caused this Agreement to be signed 
in their names and delivered as of the day and year first above written. 



UNITED STATES OF AMERICA ISLAMIC REPUBLIC OF PAKISTAN 
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$240,000 
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$1,660,000 






$93,682,172 


2) ODN: 391-PEPA-10-HPN 


ES/2010/2011 




PAA11 


PE: A047 


$3,390,434 




PE:A048 


$2,856,000 




PE: A051 


$10,469,859 




PE: A052 


$61,128,904 




PE: A053 


$12,863,000 




PE: A054 


$2,515,000 


PAA27 


PE: A141 


$1,200,000 


GH-OAIDS/201 0/2011 


PAA11 


PE: A047 


$2,000,000 


GH-C/201 0/2011 


PAA11 


PE: A048 


$5,272,000 




PE: A052 


$6,435,000 




PE: A142 


$2,600,000 


PAA27 


PE: A141 


$65,000 


GH-C -POP/2010/2011 


PAA11 


PE:A053 


$9,500,000 


PAA27 


PE: A141 


$500,000 



$120,795,197 



3) 



ODN: 391-PEPA-10-EDU 

ES/201 0/2011 
PAA12 PE:A055 
PE: A056 
PE: A140 
PE: A141 



PAA26 
PAA27 



$142,859,359 
$13,600,000 
$300,000 

$1,700, 000 
$158,459,359 



4) ODN: 391-PEPA-10-EG 

ES/2010/2011 
PA A15 PE: A063 
PAA16 PE:A066 
PE:A067 
PAA17 PE:A071 
PAA19 PE:A076 
PE: A077 
PAA20 PE:A082 
PAA26 PEA140 
PAA27 PE:A141 



$7,749,317 
$15,840,000 
$10,165,000 
$700,000 
$11,907,352 
$74,390,943 
$7,870,000 
$1,100,000 
$2.500.000 
$132,222,612 



5) ODN: 391-PEPA-10-AGR 

ES/2010/2011 
PA A18 PE.A073 
PE: A074 
PA.A26 PE:A140 
PAA27 PEA141 



$2,000,000 
$44,341,613 
$1,300,000 
$1.300.000 
$48,941,613 



6) ODN: 391-PEPA-10-ENR 

ES/2010/2011 
PAA17 PE:A069 $40,746,413 
PAA26 PE.A140 $400,000 
PAA27 PE:A141 $700.000 



$41,846,413 



7) ODN: 391-PEPA-10-FATA 

ES/2010/201 
PAA08 PE:A035 
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PA: A10 
PA A12 
PA A17 
PA A20 
PA: A26 
PAA27 



PE: A036 
PE: A045 
PE: A055 
PE: A071 
PE: A082 
PE: A140 
PE: A141 



$5,000,000 
$10,000,000 
$8,752,600 
$5,000,000 
$58,000,000 
$12,000,000 
$80,000 
$7.130.000 
$105,962,600 



(8) ODN: 391-PEPA-10-KPK 

ES/2010/2011 
PA:A07 PE:A031 
PAA08 PE.A036 
PA A12 PE. A055 
PA A19 PE: A077 
PAA20 PE:A082 
PAA18 PE.A074 



$7,000,000 
$7,500,000 
$28,000,000 
$13,400,000 
$1,600,000 
$ 9,457,156 
$66,957,156 



(9) ODN: 391-PEPA-10-CC 

GH-C/201 0/2011 
PAA27 PE:A141 $1,100,000 

ES/2010/2011 
PA: A26 PE: A140 
PAA27 PE:A141 



$20,000,000 
$42, 367,878 
63,467,878 



Grand Total (1-8)= $831,335,000 
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ANNEX 1 
AMWTFtF/p DESCRIPTIONS 

This Annex 1 describes the programs to be uadertakeii and the progress and achievements to be 
made with the funds obligated under the Agreement As used in this Annex, the u AgEeement" 
refers to the Paki^Enhara 1 is attached an4 of 

which this Annex ! fonns apart Tenm used in this Aimex have the sa^ 
as in the Agreement. Nothing in this Annex 1 shall be construed as amending any of jflie 
definitions or terms of the Agreement. 

This Annex 1 is organized into eight amplified descriptions. Each amplified description 
describes an Objective (or a major component of an Olgeetive), Listing ail the ampli&ed 
descriptions, the table below sets forth the annex reference, die amplified description name and 
the reference number under tins Annex 1* Each amplified description describes the background, 
program areas, illustrative activities, iiHUoators, roles and responsibilities of the Parties, 
monitoring and evaluation, funding and presents a budget table* , 





AiyplifiHi Descrintion N*me 


Reference Number 


Amount 


1-A1 


Democracy and Governance 


391-PEPA-10-DG 


$98,913,839 


1-BI 


Health 


391-PEPA-10-HPN 


$130,425,000 


1-B2 


Education 


391-PEPA-10-EDU 


$179,454,711 


1-C1 


Economic Opportunity 


391-PEPA-10-EG 


$144,000,762 


1-C2 


Agriculture 


391-PEPA-lO^QR 


$56,493,820 


1-C3 


Energy 


391-PEPA-10-ENR 


$44,825,000 
$111,264,712 


1-D1 


FATA 


391.PEPA-10-FATA 


1-D2 


KPK 


39I-PEPA-10-KPK 


$65,957,156 



The Agreement originates from the intent of the United States Enhanced Partnership with 
Pakistan Act of 2009 ("Enhanced Partnership with Pakistan Act"), which seeks to: (a) improve 
the Government of Pakistan's capacity to the address the country's most critical infewtructure 
needs; (b) help the Pakistani government address basic needs and provide improved economic 
opportunities in areas vulnerable to extremism; and (c) strengthen Pakistan's capacity to puttie 
economic and political reforms that reinf^e stabffity. 

The Enhanced Partnership with Pakistan Act mandates that more U.S. assistance be provifed| 
through accountable Pakistani institutions at the national, provincial, and local levels to 
implement Pakistani-identified priority programs for which they currently have insufficient fiinds j 
in order to enhance Pakistani ownership of its development programs and the long-term! 
sustainabilfty of programs funded by international assistance. 

The United States and Pakistan will intensify their bilateral and multilateral policy dialogue to 
encourage specific economic policy reforms such as enhanced revenue collection, increased! 
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accountability and tmspareney, improved resource management, augmented Pakistani 
contributions to its devdopi^^ I** 8 
reforms will enhance the sustainability of U.S. assistance and Pakistani investment and h#p 
ensure continued govenrnient-to^vernmeiit assistance. 

Qfeiaste 

la order to further the foreign assistance objectives of Governing Justly and DemocraticaUy, 
Investing in People, Economic Growth* and Stabilization and Humanitarian Assistance 
articulated by the Government of the United States of America under the Strategic Framework 
for United States Foreign Assistance,, the Patties agree to work together by focusing on activities 
in the manner described in the attached amplified descriptions in the program areas identified 
below each Objective: 

a. Governing Justly and Democratically: To promote and strengthen effective democracy *fad 
move Pakistan along a continuum toward democratic consolidation. 

• Rule of law and human rights 

•Good governance I 

• Political competition and consensus-building 

• Civil society 

b. Social Sector Investment: To help achieve sustainable improvements in the well-being and 
productivity of its population through effective and accountable investments in education, 
health and other social services, I 
•Health 

• Education 

c. Economic Growth: To generate broad-based economic growth, including the sustainable 
management of renewable natural resources <m which it depends. 

• Trade and investment 

• Infrastructure 
•Agriculture 

• Private sector competitiveness 

• Economic opportunity 
•Energy 

d. Stabilization and Humanitarian Assistance: To save lives, alleviate suffering, and minimize 
Ae economic costs of conflict, disasters and displacement 

• Protection, assistance, and solutions 

• Migration management 

GovernmcnMo-Government Assistance 

As further developed in this Annex 1, 1JSAID and the Grantee have agreed to clear and 
achievable goals and objectives for the use of assistance described in the Agreement, including 
assistance implemented through gOYermnenMo-govemment mechanisms for the Government of 
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Pakistan. Further, as set forth below, USAID and the Grantee have established mechanisms to 
ensure that fonds for government-to-government assistance are used for the purposes for which 
they are intended 

(a) Clear and Achievable Goals and Objectives 

This Annex 1 describes the activities to be undertaken and sets forth clear and achievable gojals 
and objectives for govemment-to-government assistance funds obligated under the Agreement. 
In addition to the defined programmatic goals, gpvemmait-to-government assistance, by its very 
nature, also has the following clear and achievable goals and objectives: 

L Increasing Institutional Capacity 

In accordance with the principles and recommendations of die Paris Declaration and the 
Accra Agenda for Action, USAID seeks to channel increasing proportions of its assistance furids 
to and through Government of Pakistan entities and strengthen financial, procurement and 
management systems of local, provincial and federal go vernment entities in Pakistan to meet the 
needs of the Pakistani people. 

2 Enhancing Alignment with PaJdstanipriorffies and Country Systems 

USAID seeks the progressive alignment of its development assistance behind Pakistani 
priorities through local country and provincial systems. Implementation, costing plans and glials 
and objectives for these programs are to be brought forward by Government of Pakistan entities. 
As a consequence, the Grantee and USAID seek to enhance accountability to the Pakistani 
people for these government entities, j 



programs move forward in a spirit of full cooperation and coordination. 
4. Increasing Efforts to Achieve Development Results 

USAID seeks to Work closely with the Grantee to develop and implement programs that 
promote Pakistani priorities and objectives, avoid duplication of effort, and have strong 
likelihood for long-term, sustainable impact The Grantee is to establish and maintaih a 
transparent framework of laws and policies that are conducive to economic progress and 
democratic governance, 

J. Promoting Mutual Accountability 

USAID will strive to engage with the Grantee counterpart in the evaluation of programs, pnd 
to provide regular written and oral reports detailing the costs, achievements* and impacts of all 
programs funded. The Grantee is to establish and maintain a transparent system to ensure full 
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accountability for the funds provided by USAID in accoitimice with Pakistan government 
financial management and procurement systems. 



<L Improving Cecity Development 

Capacity development will be the driving force and central goal of USAID and Grantee 
programs in Pakistan- To the maximum extent feasible* projects are to promote demand-driven 
and coordinated capacity building in the development of sustainable systems, procedures, and 
technologies. USAID and the Grantee will seek to work together to use procurement processes 
that are open and accessible to Pakistanis, and that unnecessarily complex contracting procedures 
are to be avoided Where systems and procedures have not been ftilly developed, such in <^rtain 
rural districts, the Grantee will strive to work with USAID to improve local capacity. 

<b) Mechanisms Established to Ensure Funds lire Used for the Intended Purpose 

The provision of direct assistance to the Grantee will meet an overarching god of the U S. 
assistance program for Pakistan. To ensure that USAID direct assistance funds are used for 
purpose for which they are intended, USAID and the Grantee acknowledge the following 
financial requirements for all direct assistance to the Grantee: ' 

1. Prior to the disbursement of any USAID funds for any direct assistance program, in 
accordance with the relevant implementation agreement, the Grantee will submit 
documentation to USAID showing the establishment of a separate dollar account and a 
special local currency account All disbursements for an activity are to be made through 
these accounts. No other funds may be commingled with these accounts, These accounts 
are subject to audit by USABD or its designee. 



2. The Grantee will provide USAID with an executed copy of a third-party authorization 
letter, granting USAID information access rights to any special account established to 
receive USAID funds. f 



3. In the relevant implementation agreements, USAID and the Grantee will agree to 
appropriate funding mechanisms designed to achieve the clearly stated goals and 
objectives prior to the release of USAID funds for the designated purpose. 

4. Any USATO funds provided 
period are to be returned to USAID. 

5. Prior to the disbursement of any USAID funds for any direct assistance program, USAID 
will conduct an assessment of the administrative and fi^an^ial management systems and 
the procurement procedures of each participating Government of Pakistan entity . The 
assessment included steps such as a test of die application of procurement procedures, a 
review of their compatibility with USAID procedures aid their capacity to adapt 
procedures as necessary to comply with relevant procurement procedures. Until US ADO 
has determined that the participating Grantee entities have the management capacity to 
adequately safeguard U.S. Government resources, USAID-furided contractors may be 
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retained to assist the relevant Grantee entities with financial management an#or 
procurements to be financed by USAID. 

6. tISAID reserve the urrcottiitioi^ ^ 

deem, at its sole discretion* that the Grantee has not My cooperated or implcn^nfed 
these financial management recommendations; provided that, USAID will notify the 
Grantee detailing the deficiencies and the proposed remedies in writing at least IS 
calendar days prior to suspension, which will allow the Grantee to remedy the listed 
deficiencies. 

7. The Grantee shall maintain, or cause to he maintained, in accordance with its laws and 
regulations, and generally accepted international accounting principles and practices, 
documents in support of deposits to, and withdrawals from, the separate dollar account, 
the conversion of such withdrawals into local currency, and uses of the local currency. 
Such documents shall he available for review and audit by USAID or its designees at She 
end of each fiscal year of the Grantee and at other such times as USAID may request, and 
for up to three years following the last withdrawal from the applicable separate accounts 
made in accordance with the provisions of the relevant agreements. 

8. The Auditor General of Pakistan will also audit both tbe separme doUar accoum and, the 
special local currency account and their uses in accordance with U.S. Government 
auditing standards, or other internationally accepted standards* as provided under the 
Meraoi^dum pf Understanding, dated April 26, 2007, and executed by USAID/Pakistan, 
the USAID Regional Inspector General, Manflaand the Auditor General of Pakistan. 

9. The Grantee shall provide USAID with quarterly reports on the uses of local currency 
funds and the status of the separate dollar account until the funds are fully withdrawn 
from the separate dollar account and such funds, including local currency purchased 
therewith, are applied to the agreed upon uses specified in the relevant implementation 
agreement. Each such report will include information acceptable to USAID regarding all 
deposits into and withdrawals from the separate dollar account, and the uses of sbzh 
withdrawals, including deposits of local currency into the special local currency accounts 
at the State Bank of Pakistan and the prompt application of such local currency tor tne 
purposes set forth in the relevant implementation agreement regarding the use of these 
funds. The quarterly report will include copies of the corresponding bank statemenr(s) 
pertaining to the period covered by the report. 

10. The relevant implementation agreements will provide that USAID direct assistance ftfcds i 
will only be used for the clearly defined activities and that no such funds will be used to 
finance, reimburse or service debts related to, or used for, any ineligible individual or 
organization or any ineligible use or used to finance ineligible commodities. The Grantee 
confirms refund to USAID the cost of any ineligible cost 

1 L None of the funding made available under the relevant implementation agreements may 
be provided to any official of the Government of Pakistan or any other level of 
government for uses other than those agreed to and in connection with the procurement of 



goods and services relating to the Activities, nor will any Government of Pakistan 
employee or agent solicit or accept gratuities favors or anythkg of monetary value ftbm 
contractors or parties to sub-agreements, except for service fees or similar payments 
legally established in Pakistan la addition, no funds will be used for the payment of 
salary supplements for government employees* except as otherwise approved in writing 
by USAID. The Grantee will provide written notification of these prohibitions to each 
governmental entity, recipient community and contractor/grantee, and shall provide 
written notice to USAID confirming the distribution of such notices. 

12. The Grantee confirms that any undisbursed fluids at the end of the Pakistani fiscal year 
will remain non-lapsable and will be made available immediately upon the beginning of 
new fiscal year for the intended purpose defined in the relevant implementation 
agreement: 

The above mechanisms apply to cash transfer assistance, which is one of several possible forms 
that govemment-togovernment assistance may take. For other forms, such as Fixed Amount 
Reimbursement Agreements or Performance-Based Disbursements, similar mechanisms will be 
established to ensure that funds are used for their intended purposes. Such mechanisms will 
include, at a minimum, (i) assessment of the implementing agency's ability to manage and utilize 
the funds, (ii) remedial measures to address any material weaknesses identified by the 
assessment, (iii) a clear statement of eligible uses of funds, (iv) disbursement of funds in tranches 
(where appropriate), (v) periodic reporting by the implementing agency on the use of funds and 
progress towards achieving project goals, (vi) USAJD's right to inspect records and conduct 
audits, and (vii) USAEO's right to obtain a refund of any funds that are not used for eligible 
purposes. 

(c) Monitoring of US A ID-funded Assistance 1 

USAID will monitor, evaluate and verify activity implementation through its Mission staff er use 
third parties to monitor, evaluate and verify aU USAID-fimded activities. These parties will ^isit 
sites, take pictures, interview community members, and compare reports to the on-the-groiind 
realities for a given project USAID monitoring exercise will provide input to the Grantee and 
will be considered as the technical guide for the implementation of the activities. 

USAID and Grantee will seek to establish a monitoring and evaluation plan specific to each 
activity for which direct assistance funds will be used. Each plan will include: a process to 
monitor the performance including spot checks of the beneficiaries; arid identification md 
evaluation of problem areas or constraints which may inhibit the attainment of the goals and, 
objectives for which the direct transfer funds were intended. 
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Annex Hd 

Amplified Description 
Democracy and Governance Program 



I. Introduction 

This annex describes the activities to be undertaken and the progress and achievements to be 
made with funds obligated under this Agreement in the area of democracy and governance. 
Nothing in this annex shall be construed as amending any of the definitions or terms of the 
Agreement* 

II. Background 

Pakistan has faced numerous challenges in its quest to consolidate democratic governance. The 
transition to democracy in Pakistan has been inconsistent and erratic due to frequent alterations 
between civilian and military rule which made the progress of democratic institutions' development 
uneven. Military regimes have ruled the country for more dm half of Pakistan's existence and have 
traditionally concentrated power in the executive branch. The executive has typically usurped 
legislative and judicial authority and marginalized provincial and local governments. Potential 
competitors and watchdogs such as political parties and civil society organizations have been 
periodically suppressed. 1 

This history has understandably hindered the development of institutions of governance and 
demand for their public transparency and accountability. For example, Pakistan's National 
Parliament and Provincial Assemblies fail to meet several internationally recognized standards of 
democratic practice and the majority of their members are newly elected and thus in need of 
training. Political parties have historically been considered to be personality driven, overly 
centralized, and lacking well defined platforms that are responsive to the concerns and needs: of 
the people of Pakistan. A lack of strong public accountability mechanisms in place and rule of 
law, the country has suffered from corruption to become pervasive and systematic. The low 
quality of municipal service delivery contributes to Pakistan's poor social indicators. If these 
shortcomings are not addressed during this period of civil rule in the wake of the vast impact of 
die disastrous floods,: citizen confidence will wane and the legitimacy and appeal of democratic 
government will be undermined. 

Recent developments suggest that there is now a greater audience for democratic reform. In part 
this demand had been flamed by the proliferation of independent media that has made political 
analysis accessible to die average citizen. With greater awareness has come an increased 
demand for democratic reform and enhanced transparency. Leading political parties have made 
good oA some of the promises made in the 2006 Oiarter of Demo^acy. For example, the 18* 
Amendment was passed in April of this year marking the first time that a Pakistani president^ 
relinquished significant powers. With USAID support, the National Assembly and each offthe 
Provincial Assemblies, as well as the Election Commission of Pakistan, established strategic 
plans which set a course for reform, professionalization and institutional developmeat. 
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While the devastating floods that have swept Pakistan in My and August of 2010 pose a further 
chaUengetogovenuroceintte^ During this horrific 

natural disaster the country 5 s institution* have the can demonstrate their capability to implement 
relief, recovery, and rehabilitation efforts and to prepare to respond to future challenges. If 
citizens do not have confidence that their elected government can deliver essential relief to those 
affected by the floods, their support for democratic governance can only erode. USAflP's 
Democracy and Governance programs will be adapted to ensure that democratic institutions 
receive the support they need to be more responsive to the needs of flood victims. For example, 
the proposed Municipal Services Delivery Program with each province mil focus initial efforts 
on rehabilitating infrastructure and enhancing service delivery in several flood-affected areas 
while encouraging the active participation of citizens to ensure that projects are properly 
identified, agreed upon, and monitored. USAID will also work with other democratic actprs 
such as parliamentarians, political leaders, and civic organizations to monitor the flood relief 
efforts and develop and advocate for policies and legislation to further strengthen Pakistan's 
response to natural disasters. 

USAlD's activities are contemplated in the context of the U.S. Foreign Assistance Framework 
(Framework). The activities described below are organized under the Framework at the Program 
Area level 

The activities described in this annex to be carried out through this Agreement build on and 
compliment many of the projects that have been implemented under the Strategic Objective - 
Grant Agreement for Democracy and Governance (No. 391-004), dated 2003 and last amended 
Sept 30, 2009. Under the identified Program Areas, tins Agreement will build on the efforts ithe 
Parties have carried out through the Strategic Objective Grant Agreement, as well as assist key 
democratic actors and institutions to respond to the disastrous floods of 201 0. 

Ill* Program Areas/Illustrative Expected Results 

In this Agreement both parties seek to support democratic governance by increasing the capacity 
of officials and institutions in all three branches of government, with a special focus on 
supporting sub-national government and other democratic processes such as elections, critical 
ingredients of public trust, government integrity and accountability. This agreement also seeks 
to promote effective engagement with other actors such as political parties and civil society 
g«mps to enhance their capacity to contribute positively to the democratic development of 
Pakistan. Given the need for massive reconstruction in the aftermath of the flooding, the 
capacity of Pakistani democratic institutions Will be tested and must be able to resppnd 
effectively, and in a transparent and accountable way. This Agreement seeks to help achieve that 
end 

i 

The proposed program activities are designed to strengthen key democratic institutions and ( 
practices. There are four main areas of support (I) local govenumce/munidpal services; (2) 
representative government; (3) effective and efficient delivery of justice; and (4) citizen 
participation and government oversight, these correspond to the U.S. Foreign Assistance 
Framework categories of good governance, political competition and consensus, rule of law jand) 
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human rights, and civil society and media, as well as discussion arising from the U.S. Pakistan 
Strategic Dialogue. 

Program activities will be aimed at achieving important results which will include, but not be 
limitedto: 

• More efficient and effective local service delivery 

• Strengthened, effective, and representative legislative bodies 

• Mote effective sub-national judiciary 

• Improved credibility of political institutions and processes 

• Strengthened capacity and oversight of key accountability institutions 

• Effective civil society for oversight, engagement, and advocacy 

IV. Illustrative Activities 

In support of the above-mentioned illustrative results, the PakistanAjSAID partnership will 
support the following programs: 

A. Good Governance 

Local Governance/Municipal Service Delivery; This program will seek to expand effective 
local governance, essential service delivery artd public security through broad-based citizen 
participation leading to measurable improvement in the stability of democracy at the local level 
in Pakistan, The program will work with provincial governments to identify appropriate activity 
proposals thai already have partial government funding in the provincial budget. The program 
will support transparent and accountable local governance that delivers basic services suck a* 
water, sanitation, waste collection, local roads, and culverts, while reinforcing mechanisms fbxi 
community engagement and improvement of planning, budgeting, management and maintenance 
systems. 

Parliamentary Strengthening Partnership: This program's objectives are to develop the 
capacity of the National Parliament and the Provincial Assemblies to; 1) better represent 
constituents 9 viewpoints; 2) draft legislation and conduct government oversight; and, 3) improve 
transparency through expanded accountability mechanisms. The program will support die 
National Assembly and each of the Pfovincied Assemblies to implement key aspects of their 
newly drafted strategic plans. The program also will support the expansion and strengthening of 
the Islamabad-based Pakistan Institute for Parliamentary Services to help it become a state-of- 
the-art resource center that can provide training, analysis and legislative support services to each 
of the six assemblies. An emphasis will be placed on enhancing citizen participation iri the 
legislative process. 

Support for Oversight and Anti-Corruption Institutions: USAID intends to develop a 
comprehensive transparency and anti-corruption program with the Government of Pakistan to 
strengthen the institutional capacity of key financial, audit and oversight bodies to improve the 
transparency and integrity of the management of public funds. Improving access to public 
information about government budgeting and planning, procurement and government finances 



will also be an important area of focus. Specific activities and counterpart institutions wdl be 
determined in consultation with the Government of Pakistan. 

B. Political Competition and Consensus 

Election Support Partnership: Using the new five-year strategic plan of the Election 
Commission of Pakistan (ECP) as a platform, this program seeks to restore thfe confidence of the 
citizens in the credibility of the electoral process and independence of the ECP. The program, 
will support the modernization of the national electoral rolls and will provide technological and 
infrastructure support to ECP district offices. The program also will support independent 
election monitoring for ig>coming national and local elections. 

Political Party Development This program will support the ability of political parties to 
contribute constructively to democratic policy-making and governance processes in a mote 
transparent, research-driyen and representative manner and thereby generate greater public 
confidence in their ability to govern and effect positive policy change. US AID will work with an 
independent implementing partner to assist parties to Seek input of civil society; and conduct 
their own research, analysis and training for effective platform and policy formulation. Parties 
will be Supported to communicate more effectively with memberships, constituencies and the 
general public; and encouraged to adopt internationally recognized standards for internal 
democracy and transparency. 



Effective and Efficient Delivery of Justice; The National Judicial Policy highlights three pillars; 
for improving the capacity of and public confidence in the judicial branch and court system: (1) 
expeditious disposal of cases* (2) eradication of corruption and misconduct and buildirig a; 
structure ofrule of law, and (3) judicial independence. Working with the pro vincial structures of 
the Pakistani judiciary, this program will advance these critical goals, with a particular fbcu$ on 
the expeditious disposal of cases. The program will focus on subordinate level courts such as 
district and civil courts where the bulk of litigation occurs. Targeted federal level assistance; and 
initiatives to foster the transfer of innovations across provinces may also be provided 
Additionally, partnerships with international judicial support institutions to promote innovations, 
in training and development of court personnel may be supported. 

D. Civil Society and Media 

Civil Society Voice, Accountability, and Capacity: The program aims to promote greater civic 
participation in, and oversight of, government to advance good governance. There are three main 
objectives: 1) policy advocacy and oversight of government programs (strengthened voice); 2) 
civil society organizational development and targeted training (enhanced capacity); am| 3) 
public-private connections, or linkages, between and among state and non-state actors, such as 
civil society* media, educational or policy research entities and federal, provincial and Ipcal 
government (improved accountability). The program will be implemented by an independent 
Pakistani organization that will provide organizational development and grants to &m- 
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governmental organizations implementing advocacy and government oversight activities and to 
Don^tate and stale entities implementing public-jMivate partnership activities. 

Special emphasis will be placed on support to advance women's human rights and empowerment 
through a targeted grant fund, called the Gender Equity Program (GEP). This program aims to 
support the Government of Pakistan's (GOP) gender policies as described in the National Plan of 
Action for Women, the National Policy for Empowerment and Development of Women jand 
Gender Reform Action Plans. The program will be implemented by an independent Pakistani 
organization that will provide grants to hundreds of diverse local organizations throughout, the 
country and across a wide range of priorities including expanding women's access to justice, 
enhancing knowledge of women's rights, combating gender-based violence, and strengthening 
the capacity of women's advocacy organizations. 

Anti-Corruption and Transparency: USAID will woik with a local non-govenmieaital 
organization to establish and publicize a nation-wide fraud reporting hotline. The program toil! 
collaborate with USAID 's Office of the Inspector General (OIG) to support a specialized fiaud ; 
prevention and detection program to directly monitor relief reconstruction and development 
efforts funded by supplemental emergency funding and by the Enhanced Partnership with 
Pakistan Act over the next five years. USAID/OIG will screen allegations to ensure matters? are 
expeditiously referred for investigation or other resolution by the appropriate authorities. The 
program will also work with the National Disaster Management Authority and its provincial; 
counterparts to introduce greater transparency and accountability, and the capacity to M8& its 
mandate during the 2010 flood crisis. 

Public Communications: USAID will work with relevant government ministries, provincial: 
departments and subsidiaries to promote enhanced communication within the Government of! 
Pakistan and between the government and Pakistani citizms. The program will support targeted, 
efforts to improve public communication and outreach by the Government, including but not, 
limited to the construction of a data storage and information systems service facility to enable the 
government to employ common applications and enhance government accountability and ajudit 
capability. The program may also support the development of electronic citizen serviced to: 
enable Pakistani citizens to engage the government through electronic forms of cmnmumcaion, 
saving time and money. Media programs and information programs will be designed to enhance; 
Pakistani's understanding for American development programs. Other activities jointly agreed 
by the government counterparts and USAID (in consult with the Public Affeirs Section of thc| 
U.S. Embassy) may also be supported. 



V. Indicators 

Both parties agree that it is critical to establish measurable indicators that can be used to gauge 
success in areas supported under this Agreement Targets, exact definitions, data sources, and 
other details related to these and additional indicators will be agreed upon and specified more 
precisely by the parties through program implementation letters. Selected, key illustrative 
indicators in support of the proposed program areas are* but not limited to: 
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• Number of selected municipalities that have mechanisms in place to engage citizens in 
decision-making on a systematic basis; 

• Number of public information requests fulfilled by the government; 

• Percentage of audit cases resolved; 

• Number of bills drafted by legislators (private member bills); 

• Voter list is updated accurately and in a timely manner; 

• Reduction in court case backlog and delay; 

• Number of new government and non-government linkages to create effective state-eifzen 
engagement. 

VL Roles and Responsibilities of the Parties 

Activities undertaken in this Agreement will involve a number of partners and implementing 
institutions, each of which has specific and complementary roles leading to the achievement of 
the objective. 

A* Grantee 

In implementing this Agreement, the Grantee will use its best efforts to ensure that the Objective 
is achieved as contemplated in this Agreement. It is expected that the primary responsibility for" 
implementation of Agreement activities will test with the following Grantee entities* with the 
assistance and collaboration of USAID and various other private and public sector entities and 
nongovernmental organizations. Economic Affairs Division, Ministry of Economic Affairs and 
Statistics representing the GOP, will serve as US AID* s primary counterpart to the Agreement 

For overall coordination on the implementation of the projects, the Grantee entity will most 
likely delegate primary responsibility for purposes relating to the overall coordination of projects 
supporting this Objective. 

The Grantee's role in achieving the results also shall include helping leverage resources, 
coordinating efforts among donor-stakeholder partnerships, assisting in information transfer so 
as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of 
information in all areas related to achievement of the above activities. 

B. USAID 

US AID will be responsible for program funding and for contracting, disbursing and committing 
funds for the implementing agencies that will be in charge of executing the activities outlined 
above. USAID may change or contract with new project implemented at any time. 

C. Additional Planning and Implementation Mechanisms 

1. Strategy/Monitoring and Evaluation: to ensure impact of the Democracy and Governance 
Program, its activities require objective monitoring that produces high-quality data on 
implementation and results, a directed effort to communicate the effectiveness of these programs* 
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publicly to different audiences, and targeted capacity building of government and community 
entities* The Parties will work together on monitoring, reporting, and evaluation of activities in; 
the Democracy and Governance Program. This may include developing or refining project 
indicators and targets; collecting and collating baseline arid periodic monitoring data for projects; 
and producing reports and other communication documents. 

2. Direct USAID Project Interventions: Expanding opportunities within USAID's existing 
portfolio may permit a quick response to essential needs, as jointly defined. Ongoing USAID 
democracy and governance programs that are national in scope may be expanded and amended 
as appropriate through the modification of existing contracts, cooperative agreements, and/or 
grants with additional resources. 

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have projects 
implemented directly by Grantee upon terms and conditions agreed to between USAID and the 
Grantee. 

VTL Monitoring and Evaluation 

Monitoring and evaluating activities to ensure that strategic and operational objectives are being: 
met will be an important part of the program. Baseline date will be collected on important social 
and economic indicators in program areas and change measured over time. Similarly, baseline 
data on community perceptions of government, media, and improvement in quality of life *vUl 
also be measured and change measured over time. 

Required data, the formats and frequency of acquisition, and data storage will be agreed upon by 
USAID and the project implemented. For practical purposes, sampling methods along with 6ase- 
studies may be followed for performance monitoring and assessment In-depth external 
evaluations and audits of particular activities may also be administered as needed to assess 
performance and make necessary adjustments. Funds under this Agreement may be used to 
finance such evaluations and audits. 

Monitoring and evaluation will be done jointly by the Grantee and USAID, with the objective of 
giving the respective implementing partner increasing responsibility for this function as capacity 
is built over time. 

Both parties agree to the importance of sound monitoring and oversight systems. When 
necessary, USAID will provide monitoring and oversight assistance. In each province, the 
monitoring will include observing activities and training sessions, verifying people trained and 
infrastructure rehabilitated, performing data quality spot checks, and other means of verification 
that programs are performing as planned and reported. 

VIII. Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B . The Gjrant 
also includes funding for pro-am administration and oversight expenses incurred direct!; by 
USAID. 
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Changes may be made to the financial plan by repiesentetives of the Parties without foimal 
amendment to the Agreement, if such changes do not cause (1) USAID's contriburioa to exceed 
die amount specified in Section 3.1 of the Agreement, or (2) die Grantee's contribution to be [less 
than die amount specified in Section 3.2 of the Agreement 

In addition, after such financial plans have been approved by the Parties as part of this 
Agreement, changes in line items of such approved financial plans may be made by US AID 
without prior consultation with the Grantee, provided that such changes do not, in the aggregate, 
affect more than fifteen percent (15%) of the amount of USAIb's contribution under [this 
Agreement, as specified in Section 3. 1 of die Agreement 
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Table 1-B to Annex 1-A 



U.S Partnership with Pakistan 

2010 2014 

; i '1 - r ■ ••• r • > 'i 
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Sector 2010 2011 2012 2013 


2014 





Rule of Law & Human 


Rtahtft 


Constitutions, Laws and 
Legal Systems 


150,000 










1 

150,000 


Judicial Independence 


300,000 










300,000 


Justice System 


610,000 










610,000 


Human Rights 


250,000 










250,000 


Good Governance 


Legislative Function 
and Processes 


8,306,000 










8306 000 


Public Sector Executive 
Function 














local Government and 
Decentralization 


24.840,462 










24,840,462 


Anil Corruption 
Reforms 


557,000 










557,000 


Political Commtition & Consenaus-Bulldlmr 


Elections and Political 
processes 


9,775*000 










, 9,775,000 


Pofitical Parties 


5,225,000 










5.225.000 


Civil Society 


□vie Participation 


36,693,710 










36,693,710 


Media Freedom and 
Freedom of 
Information 


5,075*000 










5,075^00 
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Direct Program Support 
- Program Design & 
Learning (PD&L) 


240,000 










240.000 


Direct Program Support 
-Administration & 
Oversight (A*Q) 


1,660,000 










1,660,000 


Indirect Program 
Support- Program 
Design & Learning 
(PD&L) 


1,000,000 










1,000,^000. 


Indirect Program 
Support - 
Administration * 
Oversight (A&O) 


4,231,667 










4,231,667 






.¥> 


*► 









I 



Amplified Description - Social Sector Investment 
Health Development Program 



I. Introduction 

This annex describes the activities to he undertaken and the progress and achievements to be 
made with funds obligated under this Agreement for the purposes of die health program. 
Nothing in this annex shall be construed as amending any of the definitions or terms of the 
Agreement. 

EL Background 

Pakistan continues to face huge developmental challenges as underscored by the slow progress in 
improving the health status of ite citizens over the last 15 years. Pakistan's population Of 170 million 
continues to grow fester than its economy, education system, food and energy supply, infiastructure, 
or health care system can sustain. The average Pakistani woman h^4a cMd«minh»Iife^e> aKi 
40% ofthe population is under 15 yeareofage. The Government of Pakistan (GOP) would like to 
halve this fertility rate to 2.1, but does not havfc the capacity to realize this shift. Even if fertility 
is decreased, the lowest projection shows that Pakistan's population will still grow to 292 milium 
by 2050, further exacerbating strains on the country'* economy and systems. The high growth 
rate and relatively large proportion of population Under 15 years of age will continue to 
contribute to the increasing demand for scarce resources and services including health. 

Pakistan faces enormous in achieving die Millennium Development Goals (MDGs) four (reduce 
child mortality) and five (improve maternal health). Approximately 20,000 women die due to 
childbirth related causes every year and pregnancy-rekted conditions remain the single most 
important cause of adult female deaths in the country. Further, over 90,000 under-five dhild 
deaths could be prevented annually in Pakistan if all births were spaced at least three years apart. 
Although a quarter of married Pakistani women would Eire to limit their family size or Sfacc 
their next pregnancy, this rate has stagnated over recent years at about 22 percent. 

The country is also struggling to reduce the incidence of infectious diseases, MGD six (combat 
HIV/AIDS, malaria, and other diseases). Pakistan remains one of only four endemic countries in 
the world with polio. The percentage of fully immunized children is extremely low at 47 percent 
Further, water and sanitation-related diseases are responsible for an estimated 16 percent of child 
mortality annually. 

The disastrous floods of July and August 2010, exacerbated Pakistan's health challenges, further 
weakening the GOP capacity to deliver critical health services. More than 187 primary brialth 
care fecilWes have been damaged or destroyed, substantially increasing the risks of mate*nal> 
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infant, and child mortality. Incidences of skill diseases, diarrhea, acute respiratory infections and 
other communicable diseases have already increased substantially. The challenge in handling 
these illnesses is likely to increase with high numbers of pregnant women in the flood-a£fdpted 
populations; it is anticipated that more than 100,000 babies will be born among the affected 
population in the last half of 2010 during the relief and early recovery phases of disaster 
recovery. The immediate and more long-term development challenge forP^dstan, andthatof its 
partners, will be to get Pakistan's health system funs^ meetthe country's many health; 
demands. 

Health Program 

USAID's activities are contemplated in the context of the U.S. Foreign Assistance Framework 
(Framework) and consistant with the US Pakistani Strategic Dialogue elements. The activities 
described below arc orgjmized under the U.S. Foreign Assistance Framework at the Pro-am 
area level. 

The activities described in this annex to be carried out through this Agreement strengthens land 
complements programs that have been implemented under the Strategic Objective Gpmt 
Agreement ft* Health and Population Welfere (No. 391-Q07), dated August 18, 2003. Under the 
identified program areas, this Agreement will build on the efforts the Parties have carried! out 
through the strategic objective grant agreement, as well as contribute to addressing urgent health 
challenges that caused by the flood, including restoring elements of the county's health system 
that were destroyed or disrupted. 

HI. Program Areas/Illustrative Expected Results 

The Pakistan/USAID partnership will quickly initiate programs to assist the federal tand 
provincial ministries in addressing its most crucial post-flood challenges while restoring the 
health system to pre-flood operating levels, while working towards the longer term goal of meet 
the MDGs by improving the access and quality of health care services. 

Relief recovery and longer term development programs will focus on three key areas: 1) 
reducing child mortality; 2) improving maternal mortality; and 3) reducing incidence of major 
communicable diseases. Underlying these areas will be critical support to improving the hdalth 
system itself, including infrastructure (renovation and construction), equipment and commodities 
procurement, and improving the skills of health care workers. 

Program activities will work to achieving important results which will include, but not be limited 
to: 

• Reduction in under-live mortality rate, 

• Reduction in infant mortality rate, 

• Reduction in maternal mortality ratio, 

• Increase in proportion of births attended by skilled health personnel, 

• Increase in contraceptive prevalence rate, 

• Reduction in unmet need for fjattnily planning, and 

• Increase in percentage of fWly immunized children. 
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TV. Dlustrative Activities 

In support of the above pro-am areas and illustrative results, the Pakistaa/USAID partnership 
will specifically implement programs in the following areas: 

Service Delivery 

Long-term assistance in this area will provide essential services and improve the quality land 
reliability of care for maternal and child health, family planning and reproductive health, 
infectious disease surveillance and immunizations including polio. Relief and early recovery will 
focus on the prevention and treatment of diarrhea, respiratory infections, skin diseases, infeeddus 
diseases such as cholera and malaria, and acute malnutrition among adults and children,, and 
ensure that pregnant women continue to receive critical prenatal care, and give birth in a clean 
environment with a skilled attendant 

As a complement our financial Support, USAID will also provide short and long-term technical 
advisors to work with health-related federal and provincial GOP entities, the technical advisors 
will be embedded in the Ministries (frr other relevant institutions) working on specific tasks Such 
as scaling-up of best practices and other key technical issues. They will also help ensure 
effective and efficient use of direct cash support provided by USAID to GOP agencies. 

Health Facility Infrastructure 

Long-term assistance will include the planned renovation and construction of three key medical 
facilities in Karachi, Lahore and Jacobabad, along with the contraceptive warehouse in Karachi. 
In response to the floods, the USG is also prepared to 1) help restock and equip basic health 
units that are still operational, 2) renovate basic health units thai were partially damaged to n*ake 
them Mly functional, and 3) construct temporary structures where total damage has occurred] 

Commodities, Supply Chain Management and Cold Storage 

USQ assistance in these areas includes providing contraceptive supplies, strengthening the OOP 
capacity in supply chain management, and providing immunizations and cold storage equipment 
Assistance will provide unkind donations of contraceptive supplies to address the family 
planning demand in the public (OOP) and private (social marketing) sectors. The program jwill 
continue to build the capacity of the GOP to assume full responsibility for contracqptive supply 
chain management including: procurement planning, solicitation, storage, and distribution. > To 
expand the capacity of the country-wide immunization program, support will be given for the 
purchase of vaccines and cold chain equipment 

Workforce Development 

Workforce development programming will strengthen the skills and number of skilled hejalth 
workers by providing support to medicine/public health-related higher education institution^ to 
provide in-service training. The program will develop and strengthen the capacity of the public 
health educational institutions, nursing, and midwifery schools to generate a more qualified 
workforce in the country. 
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Municipal Water Services J 
USAID will support the design construction, and oversight for the rehabilitation off the; 



capacity building for financial accountability, revenue generation, and long-term sustainabilityj 
The infi^tstru^ture and management activities will be complemented by community W 
household hygiene and sanitation demand creation and behavior change activities. 

Monitoring, Evaluation and Surveillance 

The Agreement provides funding to conduct the 201 1 Demographic and Health Survey to help 
USAID, the GOP and all health partners track the progress Pakistan is making in reaching the 
MDGs. Smaller surveys will be conducted to follow short-term progress and more immediate 
success. Assistance will also continue to support the establishment of an integrated disease 
surveillance system. 

V, Indicators 

Both parties agree that it is critical to establish measurable indicators which can be used to gauge 
success in areas supported by activities under this Agreement. Targets, exact definitions, data; 
sources, and other details related to these and additional indicators will be agreed uponiand 
specified more precisely by the Parties through program implementation letters. Key illustrative 
indicators in support of the proposed health program already identified will include, but ncjt be 
limited to : 

• Number of people treated for Hood-related diseases such as diarrhea, respiratory, 
infections, skin diseases and acute malnutrition, 

• Number of women affected by the flood receiving prenatal care and giving birth in clean 
environments with a skilled attendant, 

• Number of partially or fully damaged health facilities restocked, equipped, repaired [and 
restored, 

• Number of children vaccinated in flood affected areas, 

• Number of post-partum visits/newborn visits within three days of birth, 

• Number of women receiving active management of the third stage of labor, 

• Number of women receiving at least two antenatal visits, 

• Number of Ministry of Health facilities providing integrated family planning counseling 
and services, 

• Couple years of protection per year, 

• Percent of births that occurred 36 or more months after the preceding birth (disaggregated 
by district, provincial, and national), 

• Number of children under 5 years of age who have received oral polio vaccination, 

• Number of children less than 12 months of age who have received DPT3 vaccination, 

• Number of children under 12 months of age who have received measles vaccination, 

• Number of womefc receiving m^<aiml and chfld health c^ in an up 
facility, 

• Number of vaccines purchased, 
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• Number of community midwives who complete training and are fully operational 



aiid services for family planning, 

• Increased awareness on the part of citizens of better hygiene practices, ' , 

• Number of people (disaggregated by sot and location) in target areas with access to 
improved drinking water supply, and 

• Number of people (disaggregated by sex and location) with access to improved sanitation 
facilities. 



VL Roles and Responsibilities of the Parties 

Activities undertaken in this Agreement will involve a number of partners and implementing 
institutions, each of which has specific and complementary roles leading to the achievement of 
the objective. 

A- Grantee 

The Grantee will use its best efforts to ensure that the Objective is achieved as contemplated in 
tins Agreement It is expected that the primary responsibility for implementation of Agreement 
activities will rest with the Federal and Provincial Ministries of Health, with the assistance and 
collaboration of USAID and various other private and public sector entities jand 
nongovernmental organizations. The Grantee > s role in achieving planned results will also 
include helping to leverage resources, coordinating efforts among donor-stakeholder 
partnerships, assisting in Morination transfer so as to reduce duplication of efforts, and 
encouraging a beneficial flow and dissemination of information in all areas related to 
achievement of the above activities. The Economic Affairs Division, Ministry of Economic 
Affairs and Statistics representing the GOP, will serve as USAID'a primary counterpart for the 
Agreement. 

For overall coordination on the implementation of the projects, the Grantee entity will most 
likely delegate primary responsibility for purposes relating to the overall coordination of projects 
supporting this Objective* 

The Grantee's role in achieving the results also will include helping leverage resources, 
coordinating efforts among donor-stakeholder partnerships, assisting in information transfer so 
as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of 
information in all areas related to achievement of the above activities. 



B. USAID 

USAID will be responsible for program funding and for contracting, disbursing and committing 
funds for the implementing agencies that will be in charge of executing the activities outlmed 
above. USAID may change or contract with new project implements at any time. 
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C. Additional Planning and Implementation Mechanism* 

1. Monitoring, Reporting, and Evaluation: To ensure impact of the Health Development 
Program, its activities require objective monitoring that produces high-quality data <uJ 
implementation and results, a directed effort to communicate the effectiveness of these pmgjams 
to different audiences, and effecting capacity building of government and community entities. 
The Parties will work together cm monitoring, reporting, and evaluation of activities in the Health 
Development Program. This may include developing or refining project custom and standard; 
indicators and targets; collecting and collating baseline and periodic monitoring data for projicts^ 
and producing reports and other communication documents. , 

2. Direct USAID Project Interventions: Further expanding opportunities within USAjD'J 
existing portfolio will require a quick response to essential needs. Ongoing USAID activities in! 
health that are national in scope will be expanded and amended as appropriate through! the 
modification of existing contracts, cooperative agreements, and/ox grants with additional 
resources. 

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to hove 
programs and activities implemented directly by Grantee upon terms and conditions agreed to 
between USAID and the Grantee. 

VII. Monitoring and Evaluation 

Both parties recognize that monitoring and evaluating (MAE) activities to ensure that strategic; 
and operational objectives are being met will be an important part of the program. Baseline kata 
will be collected on important social aid economic indicators in program areas and change 
measured over time. Similarly, baseline data on community perceptions of government, m^dia, 
and improvement in quality of life will also be measured and change measured over time. 
Required data, the formats and frequency of acquisition, and storage will be agreed upori by 
USAID and the project implemented. For practical purposes, sampling methods along with case 
studies may be followed for performance monitoring and assessment. Credible, objective, i,and 
accurate monitoring and evaluation activities frequently require in-depth external evahiationsland 
audits of particular activities. These M&E activities may also be administered as needed to 
assess performance and make necessary adjustments. Funds under this Agreement may be tteed 
to finance such evaluations and audits. Monitoring and evaluation will be done jointly by the: 
Grantee and USAID, with the objective of giving the Government of Pakistan/ Federal [and 
Provincial Ministries of Health increasing responsibility for this element as their capacity is built j 
overtime. 

Both parties agree to the importance of sound monitoring and oversight systems. The USAID 
health office will establish a monitoring contract that mil provide monitoring and oversight 
assistance to USAID supported programs. In each province, the monitoring will include 
observing activities and training sessions, verifying people trained and clinics rehabilitated, 
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performing data quality Spot checks, and otter means of verification that ptogramsj are 
performing as planned mid reported* 

VIE- Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Chant 
also includes funding for program administration and oversight expenses incurred directly by 
USAID, Changes may be made to the financial plan by representatives of the Parties without 
formal amendment to the Agreement, if such changes do not cause (1) USAID's contribution to 
exceed the amount specified in Section 3. 1 of the Agreement, or (2) the Grantee' s contribution to 
be less than the amount specified in Section 3.2 of the Agreement. In addition, after such 
financial plans have been approved by the Parties as part of this Agreement, changes in line! 
items of such approved financial plans may be made by USAID without prior consultation with 
die Grantee, provided that such changes do not, in the aggregate, affect mote than fifteen peapenj 
(15%) of the amount of USAID's contribution under this Agreement as specified in Section 3.1 
of the Agreement. 
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I. Introduction 



Amplified Description - Social Sector Investment 

Education Program I 

l 
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This annex describes the activities to be undertaken in the Education Program and the 
and achievements to be made with funds obUgated mder this Agreeing Nothing ill this 
shall be construed as amending any of the definitions or terms of the Agreement. 

II. Background 

Pakistan continues to face major challenges in meeting the education needs of its citLens. 
Today, approximately 20 million school age children do not have access to quality education and 
Uteracy rates are extremely low (69 percent for m^ and 44 percent for women), Thesegapsin 
educational attainment are perpetuated by low attendance rates, inadequate infiastructure,|and 
poorly trained and frequently absent teachers. Limited government capacity, inadequate funding, 
poor coordination between national, provincial, and district level governments, lack of 
monitoring and evaluation at all levels, and security concerns impede efforts to improve the 
situation. Despite these challenges, education is a top priority for families. In the absence of 
adequate public education, the private sector and religious groups filled the void Private sector 
schools now account for a third of education institutions in the country. To teach their potential, 
Pakistanis must have access to quality, well-governed education at all levels. 



Quality basic education not only provides a foundation for future economic growth, bat k 
essential to socializing youth with the values of a just add tolerant society. Countries that west: 
in equitable education reduce their vulnerability to civil unrest Conversely, the lack of 
education services and its inequitable distribution are known drivers of instability that can foster 
citizens* grievances. Emerging research shows that increasing enrollment rates in secondary 
schools by 10 percent can reduce the average risk of conflict by three percentage points. 
Increased investment in the education sector will save as a catalyst for economic growth, social 
tolerance, community- and nation-building, and the prevention of violence. 

USAID has an extensive portfolio in die education sector that is responsive to the needs of the; 
Pakistani people and the priorities of the Goyernmrat of Pakistan. USAtt> works directly with 
government and local organizations to improve and expand access to and governance of quality 
basic education and to develop leadership in sectors key to development through investment ia 
higher education. 

USAID's activities are contemplated in tile context of the Pakistan-U.S. Strategic Dialogue and 
the U.S. Foreign Assistance Framework (Framework). The activities described below are 
organized under the Framework at the program area level. 
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The activities described in this annex to he carried out through this Agreement continual an^ 
complement the projects that have been implemented under the Strategic Objective Chant 
Agreement for Education (No; 391-003), dated August 9, 2002, and its amendments. Undejr the 
identified program areas; this Agreement will build on the efforts the Parties have carriecji out 
through the Strategic Objective Grant Agreement, as well as contribute to restoring thej key 
elements of the country's education system destroyed or disrupted by the floods of 2010. | 

KL Program Areas/Illustrative Expected Results 

The Pakistan/CJS AID partnership will target the Education Program at two key areas, focusing 
particularly on girls, in targeted districts, and in key sectors; 1) increased access to, improved 
quality of, and improved governance within the basic education sector; and 2) improved 
leadership through higher education. 

Program activities will work towards achieving important re$ult$ including but not limited tci: 

• Improved physical environment of schools; 

• Increased incentives for enrollment; 

• Innovative and non-traditional approaches to education; 

• Improved standards for teachers and increased accountability; 

• Better teaching skills and subject proficiency in public schools; 

• Greater access to teaching and learning materials; 

• tapioved institutional and h^ ■ 

• Active community participation in the education sector to drive improvement in schools; 

• Improved monitoring and evaluation by provincial and district level education officiate; 

• Strengthened higher education institutions; and 

• Increased access to higher education. 

IV. Illustrative Activities 

Provincial Education Programs 

The provincial education programs in Punjab, Sindh, Balotiiistan, and Khyber Pakhtunkhwa are 
tailored to the specific needs of each province and are responsive to priorities of the provincial 
governments, including flood response. USAID is partnering directly with the government, okher 
donors, and local organizations to implement these programs. Activities may include: renovating 
and rebuilding schools, providing missing facilities (eg., clean water, consistent electricity, 
toilets, boundary walls, girl-friendly facilities), creating new middle school learning 
opportunities by upgrading existing primary schools, providing stipends tied to regjular 
attendance rates, and distributing teaching and learning materials. Capacity building for the 
government, community outreach and mobilization, and monitoring, reporting, and evaluation 
are key components of each program. 

Education Quality 

The Parties will work together at all levels of the education system to improve student leaning! 
as well as government capacity at the federal, provincial, and district level* to provide quality 
education. In basic education, the Parties wUl seek to improve achievemem in four core 
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and secondary school subjects of English, science, math, and computer literacy. Support for borer 
subjects will include teacher and administrator training and upgraded learning labs as well as 
Special attention to the education needs of internally displaced people. In addition, txainingiwill 
be provided for provincial and district education officials in budget and data-based decfeion 
making while teachers will receive professional development support m-country and abibad. 
Select students and teachers may participate in short-term training and cultured exchanges 
Finally, assistance will be provided to the provincial Assessment Boards to ensure that district 
examinations are in line with the new curriculum and emphasis is placed on higher ojrder 
thinking skills. 

Teacher Education 

The Parties will also work to enhance the quality of basic education in Pakistan by strengthefting! 
the institutions that provide pre-service teacher education. Programs will benefit new and 
practicing teasers by helping upgrade their teacher qualifications. The program will also work 
to develop a national framework for the accreditation and licensing pf teachers. 

Assistance will center on strengthening policy and institutional frameworks for delivering quality 
education services. Strategies to adopt new technologies and develop teacher and administeator 
skills will continue to be implemented. Technical assistance Will be provided to enhance; the 
design of teacher training programs, the development of accreditation and evaluation standards, 
and the quality of teaching and learning materials. The capacity of the government to monitor 
and report on teacher performance and attendance will be a focus of assistance in order to 
promote accountability and transparency in the education sector. 

Innovative Approaches ta Bask Education 

Assistance will seek to reach children through non-traditional means, including through 
television and other media. Innovative approaches will be supported to improve quality of 
education. 

Higher Education Scholarships 

Parties mil work together in higher education to assure that scholarships enable academically 
eligible yet financially needy Pakistani university students continue their studies in Pakistani 
universities. The Patties will focus on areas where service delivery is weak and greater Pakistani 
government capacity to deliver education is likely to improve local perception* 

The Fulbright program, managed by the Department of Stale Bureau of Educational and Cultural 
Affairs, will provide scholarships to Pakistani students to obtain Master's and Doctoral degjrees 
from U.S. universities. ( 

Strengthening Higher Education Institutions: 

To better manage increased student populations in higher education, programs will buildjthe 
capacity of Pakistani universities and government entities to manage scholarship programs, build 
viable financial aid systems, pursue fundnusitig, and establish public-private partnerships. 

The Parties will also help build linkages between American and Pakistani academic institutions 
and promote Pakistani access to global education networks and job markets. As part of tins goal*, 
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the Patties will establish world-class tertiary-level centers within existing Pakistani universes 
that will produce highly skilled and motivated leaders in technical sectors critical to national 
development. At the core of these centers will be long-term, well-funded and mutuaUy-beneficial 
coflaborative partnerships between leading Pakistani and American universities, fllustritive 
activities that might he undertaken to develop a center may include infiffflsrtaK^m (e.g., libraries* 
classrooms, and research f&ilffies), curricidu^ | 1 

V. Indicators i 

i 

The Parties agree that it is critical to establish measurable mdicstors which can be used to gfugpi 
success in areas supported under this Agreement Targets, exact definitions, data sources j and! 
other details related to these and additional indicators will be agreed upon and specified morel 
precisely by the Parties through subsequent program implementation letters. Key illustrative 
indicators in support of the proposed education program areas are, but will not be limited to: 

• Number of children enrolled in targeted districts, 

• Percent change in parents' confidence levels in public education in targeted districts, 

• Number of US-supported graduates from higher education institutions, j 

• Number of schools renovated or rehabilitated in targeted districts, 

• Number of institutions offering accredited education degrees (ADE, B. Ed. Hons.), 
« Number of teachers enrolled in accredited education degrees (ADE, B. Ed. Hons.), 

• Number of communities with government mechanisms in place to share/solicit 
information, and 

• Number of government staff trained (donor coordination, planning, implementation, 
administration, monitoring). 

VI. Rotes and Respoiuibilittes of the Parties 

Activities undertaken in this Agreement will involve a number of partners and implementing 
institutions, each of which has specific and complementary roles leading to the achievement of 
the Objective. 

A* Grantee 

In implementing this Agreement, the Grantee will use its best efforts to ensure that the Objective 
is achieved as contemplated in this Agreement It is expected that the primary responsibility for 
implementation of Agreement activities will rest with the following Grantee entities, with the 
assistance and collaboration of USAID and various other private and public sector entities and 
nongovernmental organizations. 

Economic Affairs Division, Ministry of Economic Affairs and Statistics representing the GPP, 
will serve as V SAID's primary counterpart to the Agreement. For overall coordination on the 
implementation of the projects, tile Grantee entity will most likely delegate primary 
responsibility for purposes relating to the overall coordination of projects supporting this 
Objective. 
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The Grantee's role in achieving the results also will include supporting changes in policy and 
practice to achieve shared education goals, helping leverage resources, coordinating efforts 
among donor-stakeholder partnerships, assisting in information transfer so as to reduce 
duplication of efforts, and encouraging a beneficial flow and dissemination of information m alt 
areas related to achievement of the above activities. 
* 

B. USAID 

US AID will be responsible for program funding and for contracting, disbursing, and committing 
funds for die implementing agencies that will be in charge of executing die activities outlined 
above. USAID may change or contract with new project implemented at any time. 

C. Additional Planning and Implementation Mechanisms 

1. Monitoring, Reporting, and Evaluation: To ensure impact of the Education Program, its 
activities require objective monitoring that produces high-quality data on implementation and! 
results, a directed effort to communicate the effectiveness of these programs to diffident 
audiences, ami effecting capacity building of government and community entities. The Parties: 
will work together on monitoring, reporting, and evaluation of activities in the Education 
Program. Monitoring, reporting, and evaluation activities may include developing or refining 
project custom and standard indicators and targets; collecting and collating baseline and periodic 
monitoring data for projects; and producing reports and other communication documents. 

2. Direct USAID Prqjtct Interventions: Further expanding opportunities within USAffTs 
existing portfolio will permit a quick response to essential needs. Ongoing USAtD activities in 
education that are national in scope will be expanded and amended as appropriate through the 
modification of existing contracts, cooperative agreements, and/or grants with additional 
resources. 

3. Grantee Implementation: To the extent practicable, die Parties will endeavor to have projects 
implemented directly by Grantee upon terms and conditions agreed to between USAID and; the 
Grantee. 

VII. Monitoring and Evaluation 

Monitoring and evaluating activities to ensure that strategic and operational objectives are being 
met will be an important part of the Education Program. Baseline data will be collected on 
important social and economic indicators in program areas and change measured Over time. 
Similarly, baseline data on community perceptions of government, media, and improvement in 
quality of life will also be measured and change measured over time. Required data, the fonjiats 
and frequency of acquisition, and storage will be agreed upon by USAID and the prcjject 
implemented. For practical purposes, sampling methods along with case studies may be 
followed for performance monitoring and assessment In^epth external evaliiations and audits of 
particular activities may also be administered as needed to assess performance and make 
necessary adjustments. Funds under this Agreemmt may be used to finance such ev^ 
audits. Monitoring and evaluation will be done jointly by the Grantee and USAID, with the 
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objective of giving the provincial governments increasing responsibility for this element as fheif 
capacity is built over time. 

In addition to the district strategic plans discussed in Section VI, USAID will conduct regular 
monitoring and evaluation of education activities throughout the life of the program. 

Both parties agree to the importance of sound monitoring, oversight, and reporting systems. 
When necessary, USAID will provide for a monitoring contract will provide monitoring and 
oversight assistance. In each province, the monitoring mil include observing activities and 
training sessions, verifying people trained and schools rehabilitated, performing data quality spot 
checks, and other means of verification that programs are performing as planned and reported. 



VDQL Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant talso 
includes funding for program administration and oversight expenses incurred directly by USAID. 
Changes may be made to the financial plan by representatives of the Parties without formal 
amendment to the Agreement, if such changes do not cause (1) US AID* s contribution to exceed 
the amount specified in Section 3.1 of the Agreement, or (2) the Grantee's contribution to beiless: 
than the amount specified in Section 32 Of the Agreement. In addition, after such financial plans 
have been approved by the Parties as part of this Agreement, changes in line items of such 
approved financial plans may be made by USAID without prior consultation with the Grantee, 
provided that such changes do not, in the aggregate, affect more than fifteen percent (15%) of the 
amount of USAID's contribution under this Agreement, as specified in Section 3,1 of the; 
Agreement 
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Description - Economic Growth 
Economic Opportunity 



Introduction 



This annex describes the activities to be undertaken and the progress and achievements to be 
made with funds obligated under this Agreement Nothing in this annex shall be construe^ as 

amending any of the definitions or terms of the Agreement. 

i 
i 

II. Background 

Pakistan feces immediate and severe political and economic challenges that threaten the 
country's stability. Massive flooding has affected almost 20 million people, destroying ajaps >; 
housing, and infrastructure. Energy shortages and inflation, particularly food prices, exacerbate a 
volatile political situation; insufficient revenue generation hampers the ability of the government! 
to provide needed services; and Pakistan's inability to economically engage its people is 
increasing the appeal of extremists. Long term stability rests upon the promise of increasing 
economic growth and ensuring that disaffected sections of the population in conflict and flood 
areas who may be inclined to support terrorism are included. Economic opportunity and, job 
creation art essential to furthering the United States Government's (USG) strategic objectives in 
Pakistan winch include the development of a stable, well-governed and economically viable 
country. Well designed and targeted economic development activities that alleviate Fakiatfen's: 
immediate challenges and support economic freedom and development will have the greatest 
potential to provide employment opportunities and increase incomes of Pakistan's people. 
USAID activities in Pakistan will support public sector, private sector md civil society efforts to 
expand economic opportunities for micro, small, medium enterprises, train workforce, remove 
barriers to investment and trade, transform agriculture, and improve access to energy throughout 
the country* 

USAID's activities are contemplated in the context of the U.S. Foreign Assistance Framework 
(Framework), The activities described below are organized under the U.S. Foreign Assistance; 
Framework at the Program Area level 

The activities described in this annex to be carried out through this Agreement continues pnd 
compliments the projects that have been implemented under the Strategic Objective Grant 
Agreement for Economic Growth (No. 391-006), dated August 18, 2003. Under the identified 
Program Areas, this Agreement will build on the efforts the Parties have carried out through the 
Strategic Objective Grant Agreement 

m. Program Areaa/nhutrative Eipecttd Results 

i 

To support the broad goal of increased inclusive and sustainable growth in Pakistan through 
increased competitiveness and increased economic opportunity, the Paldstan/USAID partnership 



will support programs aimed at 5& key areas: 1) Expanded Enterprise Growth; 2) Improved 
Business Enabling Environment; 3) Improved Effectiveness of Core Financial Institutions* 4) 
Improved Delivery of Financial Services; 5) Increased Transparency and Capacity for Trade} and 
6) Improved Workforce Development Systems. j 

Program activities will be aimed at achieving significant results which will include, but no* be 
limited to: 

• Businesses in flood and conflict affected areas restored to pre-flood revenue levels; 

• Policies reformed and implemented in-line with global best-practice to increase economic 
activity; 

• Improved collateral and credit registries with greater participation from businesses; 

• Increasing amiability of financial services to small and medium enterprises; 

• Increased legitimate trade and reduced informal trade along Pakistan/Afghanistan bolder 
due to enhanced customs procedures; 

• Youth from flood and conflict affected areas employed due to USG-supported vocational 
training. 1 

IV. Illustrative Activities 

Assistance will complement USG efforts to help the Pakistan government restore critical 
infrastructure in power, agriculture, water and other sectors. USG will support Economic 
Opportunities to help Pakistanis in flood and conflict affected areas recover and rebuild their 
livelihoods and businesses. Interventions will be based on market demand, rapid response to 
opportunities for immediate impact in flood affected and other vulnerable districts, (and 
implementation through local public and private institutions. A special focus of assistance w$ be 
die rehabilitation of private firms in the flood and conflict affected districts of KPK, Southern 
Punjab, and Siftdh, and Balochistaa to help employment; reach pre-crises levels. Assistance will 
be provided with an emphasis on showcasing improved government service delivery and wilj be 
delivered in conjunction With GOP entities such as the Provincial Reconstruction, Rehabilitation 
and Settlement Authority and die National Disaster Management Authority. 

Without broad-based and continuing growth, however, it will be difficult to overcome the 
destabilizing forces that threaten Pakistan's political stability. Toward tins end, USG will support 
the GOP policy reforms that will create the short and long torn conditions for economic growth. 
The economic policy component will improve the business environment and government service 
delivery through improved planning and budgeting, international best practice policy reform, md 
streamlined regulations and procedures at the federal, provincial, and district levels. USAID Will 
assist the GOP to address key revenue mid expenditure reforms, including the GOP's effort* to 
corporatize and privatize state-owned enterprises tint are draining the public coffers. USAID 
Will provide technical support to GOP economic institutions that are drivers of reform. 
Collaboration with one or more non-governmental economic reform institution, including 
academic organizations will allow for objective and independent analysis of the critical policy 
constraints feeing Pakistan's economy, and, by doing so, hold the GOP accountable fo* its 
economic reform- 
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Access to finance is widely acknowledged as a key enable? to broad based economic growth. 
Debate efforts by the GOP to broaden access to finance, access to financial products by $mall 
and medium sized enterprises (SMEs) xemains limited in Pakistan. SMEs have dif&ulty 
verifying their incomes and banks are unwilling to reach out to new clients. Financial access is 
also low among the poor, women, and small and microenterprises in rural areas. Increasing 
access to finance will lead to greater investment on the part of enterprises and in-turn higher 
incomes for people in vulnerable areas - thereby increasing GOP legithtiacy and supporting 
Pakistan's efforts to combat extremist threats. USG will support the State Bank of Pakistan's 
efforts, particularly in the area of SME lending. Activities supporting finance will undergird 
assistance provided by the USO and GOP in agriculture, energy, and other economic growth 
initiatives. 

Improved management along the volatile Pakistan/Afghanistan border is vital to both economies 
and will boost regional trade, while discouraging the informal trade that undermines law and 
order in Pakistan. To this end the USG is supporting the GOP in facUitating improved 
infrastructure and customs harmonization at border posts. More broadly, the USG will support 
Pakistanis efforts to increase exports through improvements to its trade and investment enabling 
environment, including assistance to GOF's commercial facilitation efforts. 

Vocational training programs will both benefit business and provide job opportunities for 
vulnerable youth from flood affected and other vulnerable areas. Training courses taught to 
international standards in targeted high-employment sectors will be coordinated through the 
private sector to ensure relevance and implemented predominantly through GOP funded training 
institutes. 

Women are especially vulnerable given their generally marginalized status in society and major 
role in the household economy. Creating economic opportunities at the grassroots level through 
the micro and small enterprise sector as well as working to ensure that women have full access to 
employment and entrepreneurial opportunities will lead to job creation and increased income for 
women - and thereby also benefit Pakistan' s overall economic growth. 

V. Indicators 

Both parties agree that it is critical to establish measurable indicators which be used to gauge 
success in areas supported by activities under this Agreement Targets, exact definitions, data 
sources, and other details related to these and additional indicators will be agreed upon and 
specified more precisely by the Parties through Implementation Letters as well as Agreements 
and Contracts with third parties. Key illustrative indicators in support of the proposed economic 
growth program areas are, but ate not limited to: 

• Improvement in the World Economic Forum ranking attributable to USG assistance 

• Number of SMEs to qualify for formal sector financing 

• Value of exports in target industries 

• Improvement in critical World Economic Forum sub-indices attributable to USO 
assistance 

• Border crossing procedures harmonked with Afghanistan 
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• Number of shipments to Afghanistan for which formal data (content, weight, value) was 
exchanged 

• Number of Pakistani foreign Commercial service officers trained 

• Number of bankers trained in asset based lending practices 

• Number of economic policy fora hosted by US AID 

• Number of entities contributing to credit reference databases 

• Number of institutions using credit reference databases 

• Number of institutions contributing to credit reference database* 

• Number of SME loans 

• Value of SME loans 

• Number of new financial services, instruments, products and channels through which 
they are offered 

• Value of revenue for USG assisted Small and Medium Enterprises 

• Value of revenue fee USG assisted Microentetprises 

• Number of demand-driven workforce curricula developed 

• Number of participants from USG-funded workforce development programs placed in 
jobs- 

VI. Role* and Responsibilities of the Parties 

Activities undertaken in this Agreement will involve a number of partners and implementing: 
institutions, each, of which has specific and complementary roles leading to the achievement of 
the Objective. 

A. Grantee 

In implementing this Agreement, the Grantee will use its best efforts to ensure thai the Objective 
is achieved as contemplated in ibis Agreement It is expected that the primary responsibility for : 
implementation of Agreement activities will rest with the Ministry of Finance, with the 
assistance and collaboration of USAID and various other private and public sector entities mod 
nongovernmental organizations. Ministry of Finance will save as USAID's primary counterpart 
to the Agreement. Ministry of Finance will also serve as the Grantee entity with primary 
responsibility for the program area entitled, ''Improved Business Enabling Environment," *ith 
the assistance and collaboration of USAID and various other private and public sector entities 
and nongovernmental organizations. Pursuant to section 72 of the Agreement, the person 
holding the office of Secretary shall be the representative of the Grantee for purposes relating to : 
these Program Areas. 

For overall coordination on the implementation of the projects, the Grantee entity will most 
likely delegate primary responsibility for purposes relating to the overall coordination of projects 
supporting this Objective. 

In each of these program areas, the Grantee's role in achieving the results also will include 
helping leverage resources, coordinating efforts among donor-stakeholder partnerships, assisting 
in information transfer so as to reduce duplication of efforts, and encouraging a beneficial $ow 
and dissemination of information in all areas related to achievement of the above activities. 
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B. USAID 



USAID will be responsible for program funding and for contracting, disbursing and committing 
funds for the implementing agencies that will be in charge of executing the activities outlined 
above. USAID may change or contract with new project im^ementers at any time. 

C, Additional Planning and Implementation Mechanisms 

1. Each activity will be monitored and evaluated according to the specifications of each 
agreement. At minimum, these will include weekly updates, quarterly and annual reporting, and 
mid-term and final evaluations. 

2. Direct USAID Project Interventions: Further expanding opportunities witihin USAlD's 
existing portfolio will permit a quick response to essential needs and will support activities in all 
program areas. Ongoing USAID activities in: 1) Expanded Enterprise Growth; 2) Improved 
Business Enabling Environment; 3) Improved Effectiveness of Core Financial Institutions; 4) 
Improved Delivery of Financial Services; 5) Increased Transparency and Capacity for Trade; 
and, 6) Improved Workforce Development Systems that are national in scope will be expanded 
and amended as appropriate through the modification of existing and new contracts, cooperative 
agreements, and/or grants with additional resources. 

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to luve projects 
implemented directly by Grantee upon terms and conditions agreed to between USAID and the 
Grantee. 

VII. Monitoring and Evaluation 

Monitoring and evaluating activities to ensure that strategic and operational objectives are being 
met wiU be an important part of the program. Baseline data will be collected on important social 
and economic indicators in program areas and change measured over time. Similarly* baseline 
data on community perceptions of government, media, and improvement in quality of life will 
also be measured and change measured over time. Required data, the formats and frequency of 
acquisition, and storage will be agreed upon by USAID and the project implemented For 
practical purposes, sampling methods along with case studies may be followed for performance 
monitoring and assessment In-depth external evaluations and audits of particular activities may 
also be administered as needed to assess performance and make necessary adjustments. Funds: 
under this Agreement may be used to finance such evaluations and audits. Monitoring and 
evaluation will be dense jointly by die Grantee and USAID, with the objective of giving the 
Ministry of Finance increasing responsibility for this element as their capacity is built over time. 

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regular 
monitoring and evaluation of all program areas described herein throughout . the life of the 
program. 
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Both parties agree to the importance of sound monitoring and oversight systems. When 
necessary, USAID will provide for a monitoring contract will provide monitoring and oversight 
assistance. In each province, the monitoring will include observing activities and training 
sessions, verifying people trained and clinics rehabilitated, performing data quality spot checks, 
and other means of verification that programs ore performing as planned and Sported. 



Vffl. Funding 

The illustrative financial plan for this annex is set forth in the attached Table The Grant 
also includes funding for program administration and oversight expenses incurred directly by 
USAID. Changes may be made to the financial plan by representatives of the Parties wtfhout 
formal amendment to the Agreement, if such changes do not cause (1) USAID's contribution to 
exceed the amount specified in Section 3.1 of the Agreement, or (2) the Grantee's contribution to 
be less than the amount specified in Section 3.2 of the Agreement. In addition, after such 
financial plans have been approved by the Parties as part of this Agreement, changes in line 
items of such approved financial plans may be made by USAID without prior consultation with 
the Grantee, provided that such changes dp not, in the aggregate, affect mew than fifteen percent 
(15%) of the amount of USAID's contribution under this Agreement, as specified in Section 34 
of the Agreement 
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Trade and Investment 


Trade and Investment 
Enabling Environment 
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7,740,317 


Financial Sector 


Financial sector Enabling 
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15,340,000 


Financial Sector Capadty 
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19,105300 
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Transport Services 
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700300 




Business Enabling 
Environment 


11,907,352 










11,907352 


Private Sector Capacity 


74390,943 










74390343 


Economic Oooortunitv 


Strengthen Microenterprfse 
Productivity 


7,870,000 










7370300 






Direct Program Support - 
Program Design & Learning 
(PD&L) 


1,100,000 










1,100,000 


Direct Program Support - 
Administration * Oversight 
(A&O) 


2,500,000 










2300,000 


Indirect Program Support - 
Program Design & Learning 
(poaw 


1,000,000 










1,000,000 


Indirect Program Support - 
Administration & Oversight 
(AW)) 


10.778450 










10,771,150 
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Annex 1-C2 

Amplified Description - Economic Growth 
Agriculture Program 



L Introduction 

TWs annex describes the activities to be undertaken and the progress and achievements to be 
made with funds obligated under this Agreement. Nothing in this annex shall be construed as 
amending any of the definitions or terms of the Agreement. 

m Background 

While Pakistan's economy is the 48th latest in the world, estimated GDP growth for 2009 was 
estimated at just 2%, almost equal to the estimated population growth of 1.95 percent Economic 
performance has suffered from a lack of investment particularly in the agricultural sector wfiich 
is increasingly threatened by water scarcity, constant economically and politically debilitating 
power outages, and ongoing security challenges along the western bordet. Long term stability 
rests upon the promise of increasing economic growth and ensuring that disaffected sectioqs of 
the population who may be prone to supporting terrorism are included. Economic opportunity 
and job creation are essential to furthering the Government of Pakistan (OOF) and the Uwted 
States Government's (USG) strategic objectives in Pakistan which include the development of a 
stable, well-governed and economically viable country that enjoys improved relations with its 
neighbors. 

A modern and regionally competitive economy, particularly in the agricultural sector, is the 
single most important engine to produce jobs and raise incomes for the majority of Pakistjin's 
impoverished citizens. Building on past programs, USAID will assist the Government of 
Pakistan in revitalizing the agriculture sector through rehabilitation of infrastructure and public 
sector buildings supporting agriculture. 

A particular focus will be on helping to strengthen and expand Hie operational capabilities of 
GOP and other Pakistani institutions to improve their program management, oversight, 
evaluation, and accountability skills. Various projects and programs will also strengthen 
academic, economic, agricultural research, and other institutional linkages between Pakistan^ the 
U>S„ and the rest of the global community. Key elements to the agriculture work will be **kigh 
impact" infrastructure projects and private sector growth. 

In addition to the agriculture challenges Pakistan's agricultural section already faced the 
disastrous floods of July and August 2010, exacerbated the existing problems within the sfcfctor, 
and created new challenges. The GOP Ministry of Agriculture estimates that the floods lave 
resulted in a loss of 37% of the rice crop, 17% of die cotton crop, and 15% of sugarcane. The 
wheat crop was harvested before the floods, but one million metric tons of stored wheat has leen 
damaged. Large numbers of rami families have been displaced and farmers are out of *tatfc 
The tertiary canal systems in the Indus valley have been heavily damaged with leaser damage to 
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the secondary and primary systems. The road system has also been heavily damaged which 
undermines the ability to deliver of the government and doners to deliver relief assistance to 
rural communities as well as eventually providing access to markets once production is restored. 
The food security, livelihoods, and health of many rural Pakistanis are threatened. 

Pakistani challenge, and that of its partners, is to speedily respond to the disaster relifci; recover 
and leccHtstruction needs of the rural populations affected hy the floods across an immense arjea. 
Coordination among all government agencies at the national, provincial and local levels, as wtell 
as among the donors and concerned NGOs, is an absolute must. Once the flood water recedes 
the returning rural population and those who never left: will need support in terms of key 
agriculture inputs, repair and rehabilitation of irrigations and livelihood opportunities. 

The work to be carried out through this Agreement continues and compliments the projects 
implemented in the past year under previous agreements; Strategic Objective Grant Agreements: 
Economic Growth (No. 391-006, dated August s, 2003) while seeking to help reestablish 
Pakistan's agriculture system "build back better and build back smart". Under the identified 
Program Areas, this Agreement will build on the efforts die Parties have carried out through the 
SO AGs since 2002. 

In addition to agricultural activities, USAID will also focus on wafer and energy issues, pre-flpod 
and post-flood in order to fully support the agricultural sector's return and associated job 
creation* 

US AID's activities are contemplated in the context of the U.S. Forgien Assistance Framewbrk 
(Framework): 

I. Economic Growth: To generate broad-based economic growth, including the sustainable 
management of renewable natural resources on which it depends. 

EIL Program Arcfls/lUuatrativc Expected Results 

The Pakistan/USAID partnership will support programs aimed at four key areas: 1) sustainable, 
transformative agricultural growth in target sectors; 2) more efficient land and water 
management and use oyer expanded areas; 3) increased productivity of key agriculture sectors; 
and 4) restored and improved Kvelihoods. To address these areas, die Partnership will have to 
help Pakistan minimize or manage the flood-caused damage* as it prepajes to move forward With 
a more efficient, productive and sustainable agricultural sector. 

Program activities will be aimed at achieving important results which will include, but not he 
limitedto: 

I. Increased, inclusive, and sustainable economic growth in target areas 

a. Building and rebuilding towards a sustaiiu&le, transformative agricultural growth 
in target sectors 

b. More efficient land and water management and use over expanded areas 

c. Increased productivity of key agriculture sectors 
d~ Restored and improved livelihoods 
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IV. Illustrative Activities 



The parinei^ aims to advance d Investments 
in ^ricutaiie will address sector irrigation issues and will inwove the ptofitability of 
agricultural markets, particularly the dairy/livestock subsector. Substantive impact, Mgta. 
visibility U.S. agriculture programs will include rdiabilitation and/or expansion of irrigation to 
incite the number of formers with access to irrigated land and updated water managetwnt 
systems that create economic growth. Small-scale irrigation and drip irrigation systems will be 
prioritized, U.S. assistance for agriculture will link low-income fium families with the benefits 
of improved techniques and markets through support for agricultural research, producer 
organizations, extension services, and marketing, especially in areas vulnerable to extremism. 
The agriculture program will also capitalize on opportunities to improve productivity in 
livestock, dairy, horticulture and basic food grains as well as the related processing and 
marketing enterprises to support those industries. Women make up a significant portion of small 
farmers in Pakistan, especially in the livestock sector, and will benefit from UJS. efforts to 
improve productivity and link farmers to markets. The U,S. Government will work with 
Pakistan's Ministry of Food, Agriculture ami livestock and provincial agriculture departments to 
assist in the design and implementation of these activities. 

V. Indicators 

Both parties agree that it is critical to establish measurable indicators which can be used to gauge 
success in areas supported by activities under this Agreement Targets, exact definitions, data 
sources, and other details related to these and additional indicators will be agreed upon and 
specified more predwly by the Partiwt^ Key illustrative 

indicators in support of the proposed agriculture program aroas may include but are not limited 
to: 

Sustainable transformative agriculture growth in target sectors 

1. Crop value per unit of land in target sectors 

2. Total production value per unit of land in target areas 

3. Crop yield per unit of land in target sectors 

More efficient land and water management and use over expanded areas 
L Water storage capacity in target areas as a result of USG assessment 

2. Number of hectares under cultivation/unit of water("drop per crop'*) in target areas 

3. % of total hectares cultivated in target area under irrigation 

4. Number of hectares under improved technologies or management practices as result of 
USG Assistance 

Increased productivity of key agriculture sectors 

1. Gross sates of key sectors supported with USG assistance disaggregated by product (e«g., 
dairy, horticulture, grain) 

2. Increased yields of key products (e.g», dairy) 
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Restored and improved livelihoods 



VL Roles and Responsibilities of the Parte* 

Activities urkterlaken in this Agreement will involve a number of partners and implementing 
institutions, each of which has specific and complementary roles leading to the achievement of 
the objective. 

A. Grantee 

The Grantee will use its best efforts to ensure that the Objective is achieved as contemplated in 
this Agreement. It is expected that the primary responsibility for implementation of Agreement 
activities will rest with the Economic Af&irs Division of the Ministry of Finance, with the 
assistance and collaboration of USAID and various other private and public sector entities and 
nongovernmental organizations. The Grantee's role in achieving planned results also will 
include helping to leverage resources, coordinating efforts among donor-stakehoider 
partnerships, assisting in information transfer so as to reduce duplication of efforts, and 
encouraging a beneficial flow and dissemination of information in all areas related to 
achievement of the above activities. Economic Affairs Division, Ministry of Economic Affairs 
and Statistics representing the GOP, will serve as USAlD's primary counterpart for the 
Agreement. 

For overall ccKHdtaatkm on the in^ementation of the projects, the Grantee entity will nfcost 
likely delegate primary responsibility for purposes relating to the overall coordination of projects 
supporting this Objective. 

Hie Grantee's role in achieving the results also Will include helping leverage resources, 
coord in ati n g efforts among donor-stakeholder partnerships, assisting in information transfer so 
as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of 
information in all areas related to achievement of the above activities. 

B* USAID 

USAID will be responsible for program funding and for contracting, disbursing and committing 
funds for the implementing agencies that will be in charge of executing the activities outlined 
above. USAID may change or contract with new project implemented at any time. 

C. Additional Planning and Implementation Mechanisms 

1. Each activity will be monitored and evaluated according to the specifications of each 
agreement. At minimum, these will include weekly updates, quarterly and annual reporting, -and 
mid-term and final evaluations. 

2. Direct USAID Prttfect Interventions: Further expanding opportunities within USAjD's, 
existing portfolio will permit a quick response to essential needs and will support all program 
areas. Ongoing USAID activities in agriculture that are national in scope will be expandedi an* 
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amended as appropriate through the modification of existing contracts, cooperative agreements, 
and/of grants with additional resources. 



3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have project* 
implemented directly by Grantee upon terms and conditions agreed to between USAID and the 
Grantee. 

VD. Monitoring and Evaluation 



Monitoring and evaluating activities to ensure that strategic and operational objectives are bping 
met will be an important part of the program. Baseline data will be collected on important social 
and economic indicators in program areas and change measured over time. Similarly, basque 
data on community perceptions of government, media, and improvement in quality of life will 
also be measured and change measured over time. Required data, the formats and frequency of 
acquisition, and storage will be agreed upon by USAID and the project implementers. For 
practical purposes, sampling methods along with case studies may be followed for performance 
monitoring and assessment In-depth external evaluations and audits of particular activities may 
also be administered as needed to assess performance and make necessary adjustments. Funds 
under this Agreement may be used to finance such evaluations and audits. Monitoring and! 
evaluation Will be done jointly by the Grantee and USAID, with the objective of giving the! 
Government of Pakistan increasing responsibility for this element as their capacity is built over 
time. 

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regjular 
monitoring and evaluation throughout the life of the program. 

Both parties agree to the importance of sound monitoring and oversight systems. When 
necessary, USAID will provide for a monitoring contract will provide monitoring and oversight 
assistance. In each province, the monitoring will include observing activities and training 
sessions, verifying people trained and clinics rehabilitated, performing data quality spot chepks, 
and other means of verification that programs are performing as plumed and reported. 

VIII. Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant 
also includes funding for program administration and oversight expenses incurred directly by 
USAID. Changes may be made to the financial plan by representatives of the Parties without 
formal amendment to the Agreement, if such changes do not cause (1) USAlD's contribution to 
exceed the amount specified in Section 3.1 of the Agreement, or (2) the Grantee's contribution to 
be less than the amount specified in Section 32 of the Agreement. In addition, after spuch 
financial plans have been approved by the Parties as part of this Agreement, changes in line 
items of such approved financial plans may be made by USAID without prior consultation with 
the Grantee, provided that such changes do not, in the aggregate, affect more than fifteen percent 
(15%) of the amount of USAID's contribution under this Agreement, as specified in Section 3.1 
of the Agreement 
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U.S Partnership with Pakistan 
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Economic Growth 



Agriculture 


Agricultural Enabling 
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2,000,000 


Agricultural Sector Capacity 
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Direct Program Support ~ 
Program Design & beaming 
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1,300,000 
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Direct Program Support - 
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1,300,000 
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Indirect Program Support - 
Program Design & Learning 
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3,100,000 
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[indirect Program Support - 
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4,452,207 
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Amplified Description - Economic Growth 
Energy Program 



I. Introduction 

I 

Ibis annex describes the activities to be undertaken and the progress and achievements to be 
made with fends obligated under this Agreement. Nothing in this annex shall be construed as 
amending any of the definitions or terms of the Agreement. 

II. Background 

Energy is a critical political and economic issue in Pakistan. Insufficient natural gas and 
interruptions in the supply of electricity commonly last for 10-12 hours, leading to riots in urban 
areas throughout the country. During the summer of 2010, about 5,000 MW of system £eak 
demand was not met due to a number of factors including feel shortages, lack offends to buy 
fed, and power generation capacity shortfalls. Debt within the power sector is enormous; 
handling the debt is crowding out other necessary expenditures to other public sectors such as 
health and education. 

Expanding the production Of and access to electricity and natural gas are centred component of 
The Enhanced partnership between the US. and Pakistan. Efficient production and on-demand 
access to both forms of energy are essential for industrial and business activities, job creation, 
economic development in general and socio-political stability. Beyond these direct benefits, 
such access to electricity and natural gas also improves the lives of Pakistani citizens and 
demonstrates the long-term partnership between the US, and Pakistan. As such, the two. 
countries will work extensively in this sector with the provision of power-production 
infrastructure and critical policy reforms. This partnership will support quick impact programs 
and projects in such areas as rehabilitation and modernization of existing facilities; support of 
carefully selected public and private investments; improvement of energy sector policies, 
governance, performance and efficiency; and financial self-sufficiency of the sector through fell 
cost-based tariffs and other fell-cost recovery mechanisms. Rapid improvement in the 
governance and self-sufficiency of the energy sector is essential for accelerated social and 
economic development and visible improvements in the quality of life of all Pakistanis, 

In the face of Pakistan's already serious energy problems, the disastrous floods of July and 
August 2010, which affected as many as 20 million people, have created their own risk and 
threaten to exacerbate the problems of energy. Preliminary flood damage assessment of the 
Ministries of Water and Power and Petroleum and Natural Resources Show the direct and 
indirect damage to exceed $200 million (US$175 million to the power system and US$25 million 
to the oU and gas system including closely related roads and bridges and other general 
infrastructure. Direct damage is mainly to system facilities; indirect damage is mainly to closely 
related roads and bridges and other important support infrastructure. 
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A rough breakdovm of damage by category is a follows: 

- GOP-owncd dams and hydnipower generation facilities (US$35 million) < 

- GOP^wned thermal power generation, transmission and distribution facilities (US$125 
million) ( 

- privately-owned national power grid power generation plants (US$ 15 million) « 

- Oil and gas system mainly closely related roads and bridges and other general 
infrastructure that might limit or prevent the supply of liquid fuels to power plants, 
industry and end-use customers (US$25 million) 

The partnership's energy activities as originally contemplated havfc been jointly idcntified| and 
selected in the context of the U.S. Foreign Assistance Framework (Framework). The activities 
described below are organized under (he U.S. Foreign Assistance Framework at the Program 
Area level 

The activities described in this annex to be earned out through this Agreement continue and; 
compliment the projects that have been implemented under the Strategic Objective Grant' 
Economic Growth fl914H)6V Under the identified Program Areas, this Agreement wffl buttfl on 
the efforts the Parties have carried out through the Strategic Objective Grant Agreement, as Well 
as contribute to restoring the key elements of the country's energy sector that have been 
damaged or destroyed or disrupted by the disastrous floods of 2010, In this context, some already 
announced and planned energy projects and activities including some mentioned herein wij be 
delayed to make funds available for immediate responses to the most urgent flood damage repair 
and replacement activities, 

JSL Program Areas/IUustrative Expected Results 

Increased, Inclusive, and Sustainable Economic Growth in Target Areas 

The Pakistan/USAH) partnership will support pirojgrams aimed at the following key areas: 1) 
Reduce the Gap Between Energy Supply and demand including for still unsupplied citizen?, 2) 
Rehabilitation and modernization of existing energy facilities; 3) Support of carefully selected 
public and private investments; 4) Improvement of energy sector policies, governance, 
performance and efficiency; and 5) achievement on financial self-sufficiency of the sector 
through full cost-based tariffs and otter full-cost recovery mechanisms. 

IV. Illustrative Activities 

USAID will work with the GOP to develop conventional and alternative energy resources, 
improve the institutional framework, and increase private sector investment in energy generation, 
rehabilitate thermal and hydropowet plants, improve the performance of power distribution 
companies and support energ? efficiency initiatives. USG funding will also support the Min&try 
of Water and Power and the Ministry of Petroleum, and Natural Resources to bring electric 
power and indigenous fuel projects to financial closure, It will maximize the multiplier effect of 
USG seed money with strong local and international private sector and USG financing from 
export credit agencies. 
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V. Indicators. Bath parties agro that it is critical 

be used to gauge success in aieas supported by activities under this Agreement Targets, $xact 
definitions, date seizes, and other details related to these and additional indicators will be 
agreed upon and specified more precisely by the Parties through Implementation Letters. ;Key 
illustrative indicators of the achievement of authorized and planned energy program objectives 
and targets are: I 

• Reduction of energy sector Supply and Demand imbalance as follows 

o Increase power generation capacity through the rehabilitation of pow generation 

units m four power generation plants (404 MW by December 201 1). 
o Increase power generation capacity through support of the completion of 1 two 

hydropower generation projects (34 MW by December 2012) 
o Reduce demand for electricity through the replacement of inefficient irri^tion 

tubewell motor pump sets with more efficient sets (45 MW by March 2Q12) 
o Reduce demand for electricity through improvement of in the governance, 

operational and financial performance, reduction of energy losses of OOP-owned 

power distribution companies (DISCOs) (1,000 MW by December 2014) 
o Increase power generation capacity through support of the promotion and 

bringing of new efficient power generation projects to financial closure (2,000 

MW by December 2014) 
o Reduce the demand for natural gas by improving the efficiency of natural gas; 

consuming domestic appliances (20 MCF/year) 
o Increase natural gas supply through support of accelerated development of 

indigenous conventional and tight gas reserves and coal bed methane potential 
. (1JQ00BCF by December 2014). 

o Increase natural gas supply through support of the promotion and bringing of 
liquefied natural gas (LNG) importation projects (1 SO BCF by December 2014). 

o Major movement toward Ml cost-based tariffs for government and electric 
tubewell consumers and reduction of at least 50% in the current level of pejwer 
sector subsidies. 

VL Roles and Responsibilities of the Parties 

Activities undertaken in this Agreement will involve a number of partners and implementing 
institutions, each of which has specific and complementary roles leading to the achievement of 
the Objective. 

A. Grantee 

For overall coordination on the implementation of the projects, the Grantee entity will rjiost 
likely delegate primary responsibility for purposes relating to the overall coordination of projects' 
supporting this Objective. 

The Grantee's role in achieving the results also will include helping leverage resources, 
coordinating efforts among donor-stakeholder partnerships, assisting in information transfer so 



3 



as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of 
information in all areas related to achievement of the above activities. 

i 

B. USAID I 

USAID will be responsible for program funding and for contracting, disbursing and committing 
funds for the implementing agencies that will be in charge of executing the activities outlined 
above. USAID may change or contract with new project implemented at any time. 

C Additional Planning and Implementation Mechanism* 

1- Each activity will be monitored and evaluated according to the specifications of jeach 
agreement At minimum, these will include weekly updates, quarterly and annual reporting and 
mid-term and final evaluations. 

2. Direct USAID Project Interventions: Further expanding opportunities within USAffD's 
existing portfolio will permit a quick response to essential needs and will support all program 
areas. Ongoing USAID activities in agriculture that are naUond in scope wiU be expanded and 
amended as appropriate through the modification of existing contracts, cooperative agreements, 
and/or grants with additional resources. 

3 . Grantee Implementation: To the extent practicable, the Parties will endeavor to have projects 
implemented directly by Grantee upon terms and conditions agreed to between USAID aacj the 
Grantee. 

VH, Monitoring and Evaluation 

Monitoring and evaluating activities to ensure that strategic and operational objectives are being 
met will be an important part of the program. Baseline data will be collected on important social 
and economic indicators in program areas and change measured over time, Similarly, baseline 
data on community perceptions of government, media, and improvement in quality of life will 
also be measured and change measured over time. Required data, the formats and ftequenqy: of 
acquisition, and storage will be agreed upon by USAID and the project implemented For 
practical purposes, sampling methods along with case studies maybe followed for performance 
monitoring and assessment. In-depth external evaluations and audits of particular activities may 
also be administered as needed to assess performance and make necessary adjustments. Funds 
under this Agreement may be used to finance such evaluations and audits. Monitoring and 
evaluation will be done jointly by die Grantee and USAID, with die objective of giving the 
Government of Pakistan increasing responsibility for this element as their capacity is built over 
time. 

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regular 
monitoring and evaluation throughout the life of the program. 

Both parties agjfee to the importance of sound monitoring and oversight systems. When 
necessary, USAID will provide for a monitoring contract will provide immitnring and oversight 
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assistance, each province, the monitoring will include observing activities and training 
sessions verifying people trained and clinics rehabilitated, performing data quality spot chpcks, 
and other means of verification that programs are performing as planned and reported. 

Vm. Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B, The Giant 
also includes funding for program administration and oversight expenses incurred directly by 
USAID. Change may be made to the financial plan by representatives of the Parties without 
formal amendment to the Agreement, if such changes do not cause (1) USABD's contribution to 
exceed the amount specified in Section 3,1 of the Agreement, or (2) the Grantee's ccmtributibn to 
be less than the amount specified in Section 3.2 of the Agremient In addition, after such 
financial {dans have been approved by the Parties as part of this Agreement, changes ire line 
items of such approved financial plans may he made by USAID without prior consultation* with 
the Grantee, provided that Such changes do not, in the aggregate, affect more than fifteen peteeitt 
(15%) of the amount ofUSAID's contribution under this Agreement, as specified in Section 3.1 
of the Agreement 
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Annex 1-P1 

Amplified Description - Stability 
for the 
FATA Program 

I. Introduction 

This annex describes the activities to be undertaken and the progress and achievements to be 
made with funds obligated under tins Agreement Nothing in this annex shall be construed as 
amending any of the definitions or terms of the Agreement 

IL Background 

Development Assistance for inclusive social and economic development in Pakistan's remote FedemDy 
Administered Tribal Areas (FATA) bordering Afghanistan is critical to meeting the objectives of the 
United Stales Government (USG) and the Government of Pakistan (GOP) for the Global War on Tern*. 
Building the capacity of GOP civilian institutions to solidify gains made in post-conflict areas and expand 
services to citizens is the cornerstone of USAID efforts in FATA. U.S. assistance will help the 
Government of Pakistan improve services to poor and vulnerable communities, reducing the space; for 
extremist groups to gain popular support by doing so instead. 

USAID's FATA Development Program (FDP) complements the strategic objectives of the 
USAID/Pakistan Mission in the areas of education, democracy and governance, economic 
gnwth* and health: increased knowledge, training, ami infrastructure to improve the quality of 
education for females and mate; more participatory, representative, and accountable democracy; 
increased economic opportunities; and improved health in vulnerable populations. USAI0 is 
helping the FATA Secretariat in strengthening the planning and implementation of development 
programs, and improving; outreach to the people of the FATA. Capacity building of local and 
national institutions needs to continue to be strengthened, with increased focus on service 
delivery (including healthcare, education, water and sanitation, clean drinking water etc) and the 
development of institutional cultures that reduce patronage, minimize corruption and maximize 
results. Supporting community-level economic and social development is critical to dtajymg 
FATA into the mainstream. It will be essential to link medium-term community development 
efforts with longer-term sustainable development, so the FDP supports broad-based development 
inFATA. The FDP will: 

• Build Long-Term Capacity: Capacity development is the foundational activity on which 
initiatives in FATA should be built As such, the capacity building efifcrt will address^ the 
following key areas 

• Improve core operational junctions: The FDP will focus on developing core operational 
functions among implementing organizations. These core functions include: strategy 
development, policy formulation, procurement, financial management, and monitoring 

• and evaluation. Strengthening core functions wm improve the capacity of public sector 
organizations to improve service delivery overtime. 
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• Improve access to technology and best practices: The FDP supports the access to 
appropriate technologies and international best practices that wist Pakistani 
organizations to deliver better services. An illustrative example includes assistance^ in 
providing access to programs in public outreach, skills development, literacy, commwrity 
mobilization* and the social sectors. 

• Improve media outreach: The FDP will support GOP efforts to improve media outreach in 
FATA. This will include assistance in the development of a media strategy, capacity building, 
and assistance in developing specific products and programs for media and community outreach. 

In the face of Pakistan's already serious stability situation, the disastrous floods of July and 
August 2010, which affected as many as 20 million people, have created their own risks, and 
threaten to exacerbate the problems of stability. In particular, in the FATA, the dislocation of 
communities and destruction of livelihoods creates an opportunity for increased recruitment by 
violent militant groups. It furthermore complicates the OOP's efforts to return IDPs fipm 
previous military operations to their communities, in areas such as Bajaur and South Waziristan. 

USAID's activities are contemplated in the context of the U S. Foreign Assistance Framework 
(framework). Die activities described below are organized under the U.S. Foreign Assistance 
Framework at the Program Area level 

The activities described in this annex to be carried out through this Agreement continue and 
compliment the projects that have been implemented under the Strategic Objective Grant 
Agreement for FATA Program Assistance Agreement (391-0X0); Project Support Agreement 
(391-01 1). Under the identified Program Areas, this Agreement will build on the efforts the 
Parties have carried out through the Strategic Objective Grant Agreement, as well as contribute 
to restoring the key elements of the country's health system destroyed or disrupted by ithe 
disastrous floods of 2010. 

III. Program Arca5/Uhj5trativc Expected Results 

Increased Stability in Conflict and Post-Conflict Zones 

The Pakistan/USADD partnership will support programs aimed at three key areas: 1) Increased 
Opportunities for Involvement in Non-Militant Activities; 2) Increased Legitimacy and Public 
Suppcfrt of Government; and 3) Social and Economic Intact of Conflict Reduce. Note: These 
wiUbePMPIntemediateRewiltsthat 

IV. Mutate Activities 

Good Governance 

• Improving coordination between government institutions: Unity of effort will need to be 
established between ail implementing organizations, including Political Agpfcts, 
provincial and Agency government organizations and security forces. The FDA jirill 
support joint planning implementation and monitoring between civil and military 
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organizations in order to more effectively address the security and devdefimeiital nefcds 
of GOP directives. , 

• Improving Local Governance: Over time, more effective local governance structures 
need to be introduced as tte^ Activities will be 
undertaken that support community initiatives and link these to local government, which 
is currently represented by the Political Agent These activities will lay the groundwork 
for the development of local governance institutions within FATA. The FDA will 
promote "single purpose^ community groups, such as those organized around school 
administration, water use, or communal land use- USAID will also provide support to the 
development of municipal government structures in key FATA cities, helping to 
transform them into sustainable urban centers, while introducing the concept of citizen 
oversight over operations. 

• Enhancing the Government's capacity to deliver essential services in FATA: Capacity 
building of local and national Institutions will continue to be strengthened, with increased 
focus on service delivery (health, education clean drinking water etc.) and the 
development of institutional cultures that reduce patronage, minimis corruption and 
maximize results. 

CM Society 

• Assistance to local NGOs to improve capacity in coordination with the FATAT 
Secretariat and FDA to include the private sector mid civil society orgwrizationa in 
service delivery. 

• Civil Society and Rural Support Programs supporting the capacity of local government 
officials ami communities engagement with each other. 

• Assistance to Pakistani civil society organizations to advocate targeted policy reforms, 
promote religious freedom and societal acceptance of religious diversity, and monitor 
public sector performance. 

• Assistance to improve labor rights standards, eliminate the worst forms of child U$ar, 
address the persistent problem of bonded labor, and combat traffickihg-in-pcrsons. 

Health 

• USG assistance will improve the health service delivery in selected major towns and 
cities of the FATA. The proposed activity ia part of a l^^mbal Areas Runa to Urlm 
Centers Initiatives that includes investments in infrastoictur e, security, capacity building, 
equipment, financial and human resources in these urban areas* The GOP hopes to 
generate a variety of opportunities for strengthening the quality of health services for the 
legions' population. 
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• Quick impact MC^ ami basic health initi^^^ 

though the rebuilding of primary and secondary health efcie feeiHties, the repair of 
community water and sanitation facilities and improving the capacity of health care 
delivery woikers. 

Education 

• Reconstruction of damaged schools and education facilities and improving access to 
education. 

• Support to the Education Directorate of the FATA Secretariat to encourage teachers to 
teach in public schools in the FATA by providing incentives, i.e. sidary supplements and 
training opportunities. 

Economic Growth 

Tntde and Investment 

• Support in establishing Market-Led Growth and an enabling environment for private 
sector investment in FATA 

• Support in establishing an appropriate legal and regulatory environment for commercial 
law and taxation, including assistance to Reconstruction Opportunity Zones (RQZs) in 
FATA 

• Promotion of small, medium, and micro-enterprises. As FATA is a natural resource- 
baised economy, law and policies to ensure the ^tmnabiKty of vital forest, water and 
mineral i^urces need to be proimi^^ 

Infrastructure 

a Assistance in rebuilding and improving economic infrastructure in the FATA^ i.e. 
rehabilitation and construction of roads, power supply, water and irrigation systems. 

• In^tnicture to improve transport of goods and services in the FATA. Provide improved 
power service to the SWA Agency capital and provide water for power and irrigation to 
remote and arid areas 

Agriculture 

• Support to rapid rehabilitation of productive assets, improved water management, $nd 
employment and income generation through productivity and quality enhancement and 
market access. 

• Provision of services, commodities and technical assistance to FATA fanners and 
capacity building of GOP extension agents to improve service delivery. 
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• Procurement and distribution of high milk producing cows, sheep, and goats, as well as 
y«dnation to control common diseases* and internal parasites . 

Private Sector Competitivemss 

• Micro-enterprise development ttirongh micro credits and micro-fcrants and larger 
community loans to promote entrepreneurship> employment and economic growth. 

• Public outreach programs to provide information to remote villages. Programs tan 
provide information about various topics, such as agriculture, livestock, health and 
education, as well as important public information. 

Economic Opportunity 

• Skills development involving a combination of vocational training, on-the-job training, 
and informal skills development focused on employment generation for both men and 
women. 

• Assistance to industries and business sectors presenting high potential for economic 
growth and employment, eg. marble, gem, and leather goods industries in FATA. 

Protection, Assistance, and Solutions 

• Cash assistance programs with the GOP to accelerate families' return home and 
restoration of damaged homes. 

• Rcestablishment of health services to refurbish basic health units, replace equipment, 
provide needed supplies, and provide incentives for health professionals to serve in 
difficult areas, 

• High impact and quick implementation of rehabilitation projects to restore basic 
economic and social infrastructure. 

Migration Management 

• Rehabilitation of Small- scale infrastructure such as water supply and sanitation schemes, 
rural roads/bridges, irrigation channels; and grants for revitalizing agriculture and 
livestock* restoration/promotion of orchards, tourism, hotel industries and mineral 
development 

• Cash assistance program for families with fully or partially damaged homes. 
V. Indicators 

Both parties agree that it is critical to establish measurable indicators which can be used to 
gauge success in areas supported by activities under this Agreement Targets, exact definitiCwos, 



5 



data sources, and other details related to these and additional indicators will be agreed upon and 
specified more precisely by the Parties through In^leroeiilation Letters, Key illustrative 
indicators in support of the pn^osedheaWiprogrtffnareMare: 

• Increased Opportunity for Involvement in Non-Militant Activities 

o Improved Skill? of Youth 

o Increased Employment Opportunities 

o Increased Cormectivity within and outside of Pakistan 

• Increased Legitimacy and Public Support of the Government 

o Local Government Responses to Community Requests Leading to Economic 
Activity 

o Improved Delivery of Essential Services in Targeted Areas 
o Communities Engaged in Reconstruction Activities 

• Social mid Economic Impact of Conflict Reduced 

o IDP Return and Resettlement Facilitated 

o Assistance Provided to IDPs and Other Victims of Conflict 

o IDPa and Other Victims of Q)nfhctEng^ed in Recovery Efforts 



VI. Roles and Responsibilities of the Parties 

Activities undertaken in this Agreement will involve a number of partners and implementing 
institutions, each of which has specific and complementary roles leading to die achievement of 
the Objective. 

A. Grantee 

The Grantee will use its best efforts to ensure that the Objective is achieved as contemplated in 
this Agreement Economic Afiairs Division, Ministry of Economic Affairs mid Statistics 
representing the GOP, will serve as USAID's jfcrimary counterpart for the Agreement, with the 
assistance and collaboration of USAID and various other private and public sector entities and 
nongovernmental organizations. The Grantee's role in achieving planned results also will 
include helping to leverage resources, coordinating efforts among donor-stakeholder 
partnerships, assisting in information transfer so as to reduce duplication of efforts, and 
encouraging a beneficial flow and dissemination of information in all areas related to 
achievement of the above activities. 

For overall coordination on the implementation of the projects, die Grantee entity will most 
likely delegate primary responsibility for purposes relating to the overall coordination of projects 
supporting tins Objective. 

The Grantee's role in achieving the results also will include helping leverage resources, 
coordinating efforts among donor-stakeholder partnerships, assisting in information transfer so 
as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of 
information in all areas related to achievement of the above activities . 
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USAID will be responsible for program funding and for contracting, disbursing and committing 
funds for the implementing agencies that will be in charge of executing the activities outlined 
above. USAID may change or contract with new project implemented at any time. 

C Additional Planning and Implementation Mechanisms 

1. Each activity will be monitored and evaluated according to the specifications of each 
agreement. At minimum, these will include weekly updates, quarterly and annual reporting, and 
mid-tenn and final evaluations, 

2. Direct USAID Prefect Interventions: Further expanding opportunities within USAID's 
existing portfolio will permit a quick response to essential needs and will support all program 
areas. Ongoing USAID activities in agriculture that are national in scope will be expanded and 
amended as appropriate through the modification of existing contracts, cooperative agreements, 
and/or grants with additional resources. 

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have projects 
implemented directly by Grantee upon terms and conditions agreed to between USAID and the 
Grantee. 

VII. Monitoring and Evaluation 

Monitoring and evaluating activities to ensure that strategic and operational objectives are being 
met will be an important part of the program. Baseline data will be collected on important social 
and economic indicators in program areas and change measured over time* Similarly, baseline 
data on community perceptions of government, media, and improvement in quality of life will 
also be measured and change measured over time. Required data, the formats and frequency of 
acquisition, and storage will be agreed upon by USAID and the project implemented For 
practical purposes, sampling methods along with case studies may be followed for performance 
monitoring and assessment. In-depth external evaluations and audits of partii^ activities itoy 
also be administered as needed to assess performance and make necessary adjustments. Funds 
under this Agreement may be used to finance such evaluations and audits. Monitoring and 
evaluation will be done jointly by the Grantee and USAID, with the objective of grvingihe 
Government of Pakistan increasing responsibility for this element as their capacity is built aver 
time. 

In addition to the District Strategic Plans mentioned in Section VT, USAID will conduct regular 
monitoring and evaluation throug^ut the life of the program. 

Both parties agree to the importance of sound monitoring and oversight systems. When 
necessary, USAID will provide for a monitoring contract will provide monitoring and oversight 
assistance. In each province, the monitoring will include observing activities and training 
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sessions, verifying people trained and dimes rehabilitated, performing data quality spot checks, 
and other means of verification that programs am perforating as planned and reported. i 

Yffl. Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Guant 
al$o includes funding for program administration and oversight expenses incurred directly by 
tlSAHX Changes may be made to the financial plan by representatives of the Parties without 
formal amendment to the Agreement, if such changes do not cause (1) USAID' s contribution to 
exceed the amount specified in Section 3.1 of the Agreement, or (2) die Grantee's contribution to 
be less than the amount specified m Section 3*2 of the Agreement In addition, after such 
financial plans have been approved by the Parties as part of this Agreement, changes in fine 
items of such approved financial plans may be made by USAID without prior consultation vrftti 
the Grantee, provided that such changes do not, in the aggregate, affect more than fifteen pereent 
(15%) of the amount of USAID's contribution under this Agreement, as specified in Section 3.1 
of the Agreement 
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Amplified Description - Stability 
for the 
KPK Program 

I. Introduction 

This annex describes the activities to be undertaken and die progress and achievements to 
be made with funds obligated under this Agreement. Nothing in tins annex shall be 
construed as amending any of the defimtiora or terms of the Agreement. 

H- Background 

Development assistance for social aitd economic development in the Khybct 
Pakhtunkhwa (KPk) in Pakistan is critical to meeting the objectives of the 
Government and the Government of Pakistan (GOP)* This assistance wOl help M 
constrain the appeal of extremism and incidence of terrorism in the province through 
geographically targeted assistance, promoting more effective, democratic and transparent 
governance, strengthening the business environment and private sector leadership; 
improving the education and health service delivery, and supporting sound management 
and implementation of infrastructure projects to encourage sustainable development All 
interventions will be undertaken to both achieve short-term visible and measurable results 
as well as to develop the capacity of local institutions and district level governmental 
entities to sustain results. Areas and districts of focus will be based on need, the 
availability of resources, and discussions with the Government of KPk and the Provincial 
Reconstruction, RchabUitation and Settlement Authority (PaRRSA) 

Developmental assistance will support permanent and sustainable change in Pakistan, 
The objective is to develop local institutions, governance structures, and economic 
models that the KPk inhabitants can use to sustain economic growth, social service 
improvements and political stability. It will be essential to link medium-term community 
development efforts with longer-term sustainable de^opttiettt, so the KPk Government 
supports broad-based development Key areas that will be addressed are: 

Capacity development is the foundational activity on which initiatives in KPk should be 
built. As such, the capacity building effort will address key areas in developing core 
operational functions among implementing organizations, improving access to 
technology and best practices, and improving media outreach. 

In dialogue with PaRRSA and other GOP officials, USG assistance will focus on 
education (School reconstruction), health, and water sectors for priority reconstnictwm 
assistance. Priority will be based on: 1) contribution to restoring the delivery of basic 
services to the people of the region; 2) pace of implementation; 3) visibility, hi ten&a of 
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both GoP response and USG contribution; and 4) fit with other USG Strategic Objectives 
in Pakistan* 

In implementing developmental assistance in KPk, it should be understood that its 
timeframe and ultimate success is contingent on a myriad of complex factors. The 
challenges posed by these factors are not insurmountable, but success will require a 
flexible and innovative approach 

In the face of Pakistan's already serious stability, the disastrous floods of My and August 
2010, which affected as many as 20 million people, have created their own risk and 
threaten to exacerbate the problems of stability. In particular, in the FATA, the 
dislocation of communities and destruction of livelihoods creates an opportunity for 
increased recruitment by violent militant groups. It fiirthennore complicates the OOP's 
efforts to return IDPs from previous military operations to their communities, in areas 
such as Bajaur and South Waziritfan. 

USAID's activities are contemplated in the context of the U.S. Foreign Assistance 
Framework (Framework). The activities described below are organized under the U.S. 
Foreign Assistance Framework at the Program Area level. 

The activities described in this annex to be earned out through this Agreement continue 
and compliment the projects that have been implemented under the Strategic Objective 
Giant Agreement for FATA Program Assistance Agreement (391-01Q); Project Support, 
Agreement (391-011); and Cash Transfer Agreement (391-012). Under the identified 
Program Areas, this Agreement will build on the efforts the Parties have carried out 
through the Strategic Objective Grant Agreement, as well as contribute to restoring the 
key elements of the country's health system destroyed or disrupted by the disastrous 
floodsof2010. 

m. Program Areas/Dlustrativc Expected Results 

Increased Stability in Conflict and Post-Conflict Zones 

The Pakistan/USAID partnership will support programs aimed at three key areas: 1) 
Increased Opportunities for Involvement in Non-Militant Activities; 2) Increased 
Legitimacy and Public Support of Government; and 3) Social and Economic Impact of 
Conflict Reduce. Note: These will be PMP Intermediate Results that the sector teams? 
have agreed upon. 

IV. Illustrative Activities 

Democracy and Gtmrnance 

Rule of Law and Human Right? 

• ROL assessment including a survey of judicial training needs, court efficiency* 
and provincial specific judicial projects with particular emphasis on areas 
impacted by conflict and/or with weak government presence. 



2 



• Court administration improvements and the implementation of a case 
management tracking system to address the tremendous case backlogs that are* 
undermining confidence in the justice system. 

• USAID will support peer-to-peer exchanges between Pakistani and American | 
judges, a US/Pakistan Judicial Exchange that sends Pakistani judges to the US for 
prosecutor training and specialized training on case development and 
police/prosecutor cooperation. 

• Under a targeted grader initiative, USAID will support Pakistani organizations to 
receive grants for carrying out work related to promoting women's rights; gender 
equity in the civil, political, economic and social realms; and ending gender-based 
violence. 

Good Governance 

• Improving Local Governance and Enhancing Government Capacity: Activities 
will be undertaken that support community initiatives and link these to local, 
government These activities will lay the groundwork for the development of 
local governance institutions. 

• Assistance to "single purpose" community groups, such as those organized 
around school administration, water use, or communal land use. 

• Capacity building of local and national institutions wilt with increased focus on 
service delivery (health, education clean drinking water etc.) and the development 
of institutional cultures that reduce patronage, minimize corruption and maximize 
results. 

• Construction of integrated government complexes in previously under-served 
areas of the Malakand division, with a particular focus on newly-created tehsil- 
level administrative units. 

CMlSoctety 

• The USAID program will work closely with the Government of KPk to include 
the private sector and civil society organizations in service delivery. USAID will 
support Pakistani civil society organizations (CSOs) to advocate for targeted 
policy reforms and monitor public sector performance. 

i 

• Support to strengthen CSOs* management, planning and public sector 
engagement capacities and assistance will be provided to improve the 
independence and professionalism of the media. 

• Civil Society and Rural Support Programs supporting the capacity of local 
government officials and communities engagement with each other. 
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• Assistance to Pakistani CSOs to advocate targeted policy reforms, promote 
religious freedom and societal acceptance of religious diversity, and monitor 
public sector performance. 

• Assistance to improve labor rights standards, eliminate the worst forms of child 
labor, address die persistent problem of bonded labor, and combat trafficking-in- 
persous. 

Health 

• USG assistance will improve the health service delivery in selected major towns 
andcitiea ofthcKPt The GOP hopes to generate a variety of opportunities for 
strengthening the quality of health services for the regions 1 population. 

• Recovery, stuffing and supplies for the GOP Departments of Health including, but 
not limited to: recruitment and retention of skilled medical and health staff; 
rehabilitation and renovation of damaged health fecilities; provision Of medical 
equipment* supplies and medicines. 

• Quick impact MCH and basic health initiatives focused on improving community 
health through the rebuilding of primary and secondary health care facilities, the 
repair of community water and sanitation facilities and improving the capacity of 
health care delivery workers. 

• Water and Sanitation Activities including, but not limited to: reconstruction of 
damaged water and sanitation systems, including in schools and health facilities; 
construction of water filtration plants; and provision of point-of-use drinking 
water disinfectants to Internally Displaced Persons (TDP) populations as well as in 
particularly affected host communities 

Education 

• Reconstruction of damaged schools and education facilities and improving access to 
education. 

• Support to the Education Department to encourage teachers to teach in public 
schools in the KPk by providing incentives Le. salary supplements and training 
opportunities. 

Economic Growth 

Trade and Investment 

• Support in establishing Market-Led Growth attd an enabling environment for 
private sector investment in the KPk. 
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• Support in establishing an appropriate legal and regulatory mviionme&t for 
commercial law add taxation, labor laws including assistance to Reconstruction 
Opportunity Zones (ROZs), 

• Promotion of small, medium, and nucra-enterpfises in the KPk through workforce 
development, enhancing market linkages, value chain development and 
Cluster/Sector development initiatives, 

• Stone and Minerals development through technology upgrading to improve mining 
practices and processing. 

Infrastructure 

• Assistance in rebuilding and improving economic infrastructure in the KPk, i.e, 
rehabilitation and construction of roads, power supply, water and irrigation systems, 

• Infrastructure to improve transport of goods and services in the KPk. Provide 
improved power service to the SWA Agency capital and provide water for power 
and irrigation to remote and arid areas 

Agriculture 

• Improve on- fkrm practices and water management by supporting development of 
high efficiency irrigation systems. 

• Enhance agricultae prod^ 
crop diversification. 

• Improve post harvest practices and development of better Storage facilities. 

• Supjxat develoj*nfcttt of agro-based industry and agribusiness including dairy 
industry, poultry, fruit processing etc. 

• Agriculture and water policy, agribusiness development and public private 
partnership framework. 

• Support to rapid rehabilitation of productive assets, improved water management, 
and employment and income generation through productivity and quality 
enhancement and market access. 

• Provision of services, commodities and technical assistance to KPk fanners add: 
edacity building of GOP extension agents to improve service delivery. 

• Agriculture Technical Training* 
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• Quick impact oonimunity-prioritized small-scale infiBStructure rehabilitation ami 
development, and medium-term initiatives to rehabilitate key agriculture 
infrastructure damaged as a result of armed conflict 

Private Sector Competitiveness 

• Micro-enterprise development through micro credits and micro-grants and larger 
community loans to promote entreprtoeurship, employment and economic growth* 

• Public outreach programs to provide information to remote villa^ Programs can 
provide information about various Copies* such as agriculture, livestock, health and 
education, as well as important public information. 

Protection, Assis tance and Solutions 

• Cash assistance programs with the GOP to accelerate families 1 return home and 
restoration of damaged homes, 

• Re-establishment of health services to refurbish basic health units, replace 
equipment, provide needed supplies, and provide incentives for health 
professionals to serve in difficult areas. 

• High impact and quick implementatkm of rehabilitation projects to restore basic 
economic and social infirjatructure^ 

Migration Management 

• Rehabilitation of small* scale infrastructure such as water supply and sanitation 
schemes, rural roads/bridges, irrigation channels; and grants for revitalizing 
agriculture and livestock, restoration/pnanotion of Orchards, tourism, hotel 
industries and mineral development 

• Cash assistance program for families with folly or partially damaged homes. 
V. Indicators 

Both parties agree that it is critical to establish measurable indicators which can be used 
to gauge success in areas supported by activities under this Agreement Targets* exact 
definitions, data sources, and other details related to these and additional indicators will 
be agreed upon and specified more precisely by the Parties through Implementation 
Letters, Key illustrative indicators in support of the pmfxwedhea^ 

• Increased Opportum^ 

o Improved Skills of Youth 

o Increased Employment Opportunities 

a Inaeascd Conneetivitywittm 
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• Increased Legitimacy and PuWiq Support of the Government 

o Local Government Responses to Gontmunity Requests Leading to 

Economic Activity 
o Imjwved Delivery of Essential Services in TargefcdAreas 
o Communities Engaged in Recoi^tracticm Acdvitte 

• Social aiKl Economic Impact of Conflict Reduced 

o IDP Return and Resettlement Facilitated 

o Assistance Provided to IDPs and Otter Victims of Conflict 

o TOPS and Other Vittimstf 

VL Roles and Responsibilities of the Parlies 

Activities undertaken in this Agreement will involve a number of partners and 
implementing institutions, each of vtfrichhas specific and complementary roles leading to 
the achievement of the Objective. 

A. Grantee 

The Grantee will use its best efforts to ensure that the Objective is achieved $& 
contemplated in this Agreement Economic Affairs Division, Ministry of Economic 
Affairs and Statistics representing the GOP, will serve as USAID's primary counterpart 
for the Agreement, with the assistance and collaboration of US AID and various other 
private and public sector entities and nongovernmental organizations. The Grantee's role 
in achieving planned results also will include helping to leverage resources, coordinating 
efforts among donor-stakeholder partnerships, assisting in information transfer so as to 
reduce duplication of efforts, and encouraging a beneficial flow and dissemination of 
information in all areas related to achievement of the above activities. 

For overall coordination on the implementation of the projects, the Grantee entity will 
most likely delegate primary nssponsibUity for purposes relating to the overall 
cwjrdination of projects supporting this Objective. 

The Grantee's role in achieving the results also Will include helping leverage resources, 
coordinating efforts among donor-stakeholder partnerships, assisting in information 
transfer so as to reduce duplication of efforts, and encouraging a beneficial flow and 
dissemination of information in all areas related to achievement of die above activities. 

B« USAID 

USAID will be responsible for program funding and for contracting, disbursing and 
committing funds for tile implementing agencies that will be in charge of executing the 
activities outlined above. USAID may change or contract with new project implemcntser* 
at any time. 
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C. Additional Planning and Implementation Mechanisms 



1. Each activity will be monitored and evaluated according to the specifications of eaclt 
agreement At minimum, these will include weekly updates, quarterly and annual 
reporting, and mid-term and final evaluations. 

2. Direct USAID Project Interventions: Further expanding opfx>rtmtities within 
USAID's existing portfolio will permit a quick response to essential meeds and will 
support all program areas. Ongoing USAID activities in agriculture that are national in 
scope will be expanded and amended as appropriate through the modification of existing 
contracts, cooperative agreements, and/or grants with additional resources. 

3. Granite Implementation; To the extent piwaicable, the Parties will endeavor to have 
projects implemented directly by Grantee upon terms arid conditions agreed to between 
USAID and the Grantee. 

VIL Monitoring and Evaluation 

Monitoring and evaluating activities to ensure that strategic and operational objectives 
are being met will be an important pert of the program. Baseline data will be collected on 
important social ami economic indicators in program areas and change measured over 
time. Similarly, baseline data on community perceptions of government, media, and 
improvement in quality of life will also be measured and change measured over time. 
Required data, the formats and frequency of acquisition* and storage will be agreed upbti 
by USAID and the project iMptementers, For practical purposes, sampling methods 
along with case studies may be followed for performance monitoring and assessment. In^ 
depth external evaluations and audits of particular activities may also be administered as 
needed to assess performance and make necessary adjustments. Funds under this 
Agreement may be used to finance such evaluations and audits. Monitoring and 
evaluation will be done jointly by the Grantee and USAID,, with the objective of giving 
the Government of Pakistan increasing responsibility for tins element as their capacity 
is built over time. 

In addition to the District Strategic Hans mentioned in Section VI, USAID will conduct 
regular monitoring and evaluation throughout the life of the program. 

Both parties agree to the importance of sound monitoring and oversight systems. When 
necessary, USAID will provide for a monitoring contract will provide monitoring and 
oversight assistance. In each province, the monitoring., will include observing activities 
and training sessions, verifying people trained and clinics rehabilitated, perforating data? 
quality spot checks, and other means of verification that programs are performing as 
planned and reported. 

VIII. Funding 

The illustrative financial plan for this annex is set forth in the attached Table 1-B . The; 
Grant also includes funding for program administration and oversight expenses incurred 
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directly byUSAHX Changes may be made to the finaneid pka by f ep^ 
Parties without formal amendment to the Agreement, if such changes do not coate 
(l)USAID , s contribution to exceed the amount specified m Section 3,1 of tbje 
Agreement, or (2) the Grantee's contribution to be less than the amount specified ih 
Section 3.2 of the Agreement In addition, after such financial plans have been approved 
by the Parties as part of this Agreement, changes in line hems of such approved financial 
plans may be made by USADD without prior consultation with the Grantee* provided that 
such changes do not, in the aggregate, affect mote than fifteen percent (15%) of the 
amount of US AID' s contribution udder this Agreement, as specified in Section 3.1 of the 
Agreement 
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Tabltl-BtoAnneil-DZ 



Sector 


U.S Partnership with Pakistan 

2010-2014 

2010 2011 2012 2013 


2014 


Total 


KPK (Mufti s«ctor) 


Rule of Law a Human Rights 


Justice System 


7,000,000 










7,000,000 


Good Governance 


Local Government and 
Decentralization 


7,500,000 










7-SMi000 


Health 


Water Sypply and 
Sanitation 














Education 


Basic Education 


28,000,000 












PrfrataSactaftfnmairt 


tliMfiaaa 


Private Sector Capacity 


13,400,000 










13/400,000 


Ecooomfc Oa Domini 


Strengthen 

Microenterprise 

Productivity 


1,600,000 










1.600.000 


Agriculture 


Agricultural Sector 
Capacity 


8,457,156 










fMS745€ 
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STANDARD PROVISIONS - ANNEX 2 



Article A: Definitions and Program Implementation Letters. 

Section AX Definitions, As used in this Annex, the ^Agreement" refers to the Ptfefctao 
Enhanced Partra^ 

a part. Terms wed in this Annex have Hie same meaning or reference as in the Agreement. 

Section A2. Program Implementation Letters, To assist the Girantee in the implemeatatioii 
of the Agreement, USAID, from time to time, will issue implementation letters ("Program 
implementation Letters") that will furnish additional information about matters stated in this 
Agreement The Parties may also issue jointly agreed-upon Program Implementation Lettets to 
confirm and record their mutual understanding on aspects of the implementation of this 
Agreement Program Implementation Letters can also he issued to record revisions or exceptions 
which are permitted hy the Agreement. 

Article B: General Covenants. 

Section B*L Consultation. The Parties will cooperate to assure that the Objective of this! 
Agreement will be accomplished To this end, the Parties, at the request of either, will exchange ; 
views on progress toward the Objective, the performance of obligations under this Agreement, 1 
the performance of any consultants, contactors, or suppliers engaged under the Agreement, and 
other matters relating to the Agreement 

Section B.2. Execution of Agreement The Grantee will: 

(a) Garry out the Agreement and the activities required to be undertaken directly (or caused 
to be undertaken) by the Grantee, or cause the Agreement and such activities to be carried out 
with due diligence and efficiency, in conformity with sound technical* financial, and] 
management practices, and in conformity with those documents, plans, specifications, contracts, ' 
schedules, or other arrangements, and with any modifications therein, approved by USAID I 
pursuant to this Agreement; and ' 

(b) Provide qualified and experienced management for, and train such staff as may be 
appropriate fof the maintenance and operation of activities financed under the Agreement, and, 
as applicable for continuing activities, cause those activities to be operated and maintained in 
such manner as to assure the continuing and successful achievement of the Objective of the 
Agreement. 

{Section B3. Utilization of Goods and Services. 

Any goods and services financed under tins Agreement, unless otherwise agreed in I 
writing by USAID, will be devoted to the Agreement until the completion or termination of the 
Agreement, and thereafter (as well as during any period of suspension of the Agreement) will be 
used to further the Objective of the Agreement or as USAID may direct in Program 
Implementation Letters. 
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Section B.4. Tuition. 

(a) General Exemption. The Agreement and the assistance hereunder are free ftom any taxes 
imposed under law in effect in the territory df the Grantee. 

(b) Except as provided otherwise in this provision, the General Exemption in subsection (a) 
allies to, but is not limited to (1) any activity, contract, giant or other implementing agreerj&eati 
financed by US AID under this Agreement; (2) any transaction or supplies, equipment, materials,! 
property or other goods (hwinafier coUe^vdy "goods") under (1) above; (3) any contractor ,j 
grantee, or other organization carrying out activities financed by USAID under this Agreement; 
(4) any employee of such organizations; and (5) any individual contractor or grantee carrying out! 
activities financed by USAID under this Agreement 1 

(c) Except as provided otherwise in this provision* the General Exemption in subsection (a) 
applies to, but is not limited to, the following taxes: 

(1) Exemption 1 . Customs duties, tarifis, import taxes, or other levies cm the importation, 
use and re-exportation of goods or the personal belongings and effects (including personrilly- 
owned automobiles) for the personal use of non-national individuals or their family members. 
Exemption 1 includes, but is not limited to, alt charges based on the value of such imported 
goods, but does not include service charges directly related to services performed to transfer 
goods or cargo. 

(2) Exemption 2. Taxes on the income, profits or property of all (i) non-national 
organizations of any type, (iO non-national employees of national and non-national 
organizations, or (iii) non-national individual contractors and grantees. Exemption 2 includes 
income and social security taxes of all types and all taxes on the property, personal or ileal, 
owned by such tion-natfanal organizations or persons. The term "natkraaT refers to 
organizations established under the laws of the Grantee and citizens of the Grantee, other than 
permanent resident aliens in the United States* 

(3) Exemption 3 . Taxes levied on the last transaction for the purchase of good* or 
services financed by US AID under this Agreement, including sales taxes* value-added taxes 
(VAT), or taxes on purchases or rentals of real or personal property. TTie term "last transaction" 
refers to the last transaction by which the goods or services were purchased for use in the 
activities financed by USAID under this Agreement 

(d) If a tax has been levied and paid contrary to the provisions of an exemption, US AID may , 
in its discretion, (1) require the Grantee to refund to USAID o* to others as USAID may direct 
die amount of such tax with funds other than those provided under the Agreement, or (2) of&et 
the amount of such tax from amounts to be disbursed under this or any other agreement between 
the Parties. 

(e) In the event of a disagreement about the application of mi exemption, the Parties agree to 
promptly meet and resolve such matters, guided hy the princ^et^ 

USAID is fee from direct taxation, so that all of the assistance furnished by USAID ttill 
contribute dircctiy to the cc^^ 
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Section B.5. Report and Information, Agreement Boob and Record*, Audits and 
Inspections. 

(a) Reports and Information. The Grantee shall famish USAID accounting records and such 
other information and reports relating to the Agreement as USAID may reasonably request 

(b) Grantee Agreement Books and Records. The Grantee shall maintain accounting bodks, 
records, documents and other evidence relating to the Agreement, adequate to show, without 
limitation, all costs incurred directly by the Grantee under the Agreement, the receipt and usb of 
goods and services acquired by the Grantee under the Agreement, agreed-upon cost sharing 
requirements, the nature and extent of solicitations of prospective suppliers of goods and services 
acquired by the Grantee, the basis of award of contracts and orders made directly by the Grarftee, 
and the Overall progress of the Agreement toward completion ("Agreement books and record*"). 
The Grantee shall maintain Agreement books and records in accordance with generally accepted 
accounting principles prevailing in the United States, or at the Grantee' s option, with approval by 
USAID, other accounting principles, such as those (1) prescribed by die International 
Accounting Standards Committee (an affiliate of the International Federation of Accountants) or 
(2) prevailing in the country of the Grantee. Agreement books and records shall be maintafcied 
for at least three years after the date of last disbursement by US AID or for such longer period, if 
any, required to resolve any litigation, claims or audit findings. For the avoidance of doubt, this 
SectionB.5(b) applies solely to Grant funds expended directly by the Grantee. 

(c) Grantee Audit If $3QO,000 or more of USAID funds are expended directly by the 
Grantee in its fiscal year under the Agreement, the Grantee shall have financial audits made of 
the expenditures in accordance with the Mowing terms, except as the Parties may otherwise 
agree in writing: 

(1) With USAID approval, the Grantee Shall use its Supreme Audit Institution or 
select an independent auditor in accordance with the "Guidelines for Financial Audits Contrasted 
by Foreign Recipients" issued by the USAID Inspector General ("Guidelines")* and Aft audits 
shall be performed in accordance with the u GuideUnes w ; and 

(2) The audit shall determine whether the receipt and expenditure of the funds 
provided under the Agreement are presented in accordance with generally accepted accounting 
principles agreed to in subsection (b) above and whether the Granted has complied with Hie 
terms of the Agreement. Each audit shall be completed no later than nine months after the close 
of the Grantee's year under audit 

(d) Snb-rccipicnt Audits . The Grantee, except as the Parties may otherwise agree m writing, 
shall submit to USAID, in form and Substance satisfactory to USAID,, a plan for the audit of She 
experolhUKts of <4 covered > 9 sub-recipients, as defined below, that receive funds in connection with 
a direct contract or agreement enteted into directly with die Grantee pursuant to the activities 
contemplated by this Agreement 



5 



(1) A"a>vered"siih-recipi^ 

in "USAID awards 73 (Le. t as sub-iecipients under USAID bilateral grant agreements and other; 
grant agreements with foreign governments). 

(2) The plan shall describe the methodology to be used by the Grantee to satisfy it$ 
audit responsibilities for covered sub-recipients. Hie Grantee may satisfy such audit; 
responsiluiities by relying on independent audits of the sub-recipients; expanding the scope of 
the independent financial audit of the Grantee to encompass testing of sub-recipients 9 accounts; 
or a combination of these procedures. 

(3) The plan shall identify the funds made available to covered sub-recipients that 
will be covered by audits conducted in accordance that would satisfy 
the Grantee's audit responsibilities. (A nonprofit organization organized in the United States is 
required to arrange for its own audits. A for-profit contractor organized in the United States jthat 
has a direct contract with USAID is audited by the cognizant US. Government Agency. A 
private voluntary organization organized outside the United States with a direct grant from 
USAID is required to arrange for its own audits. A host-counfay contractor should be audited by 
the Grantee's auditing agency.) 

(4) The Grantee shall ensure that coveted, sub-recipients under direct contract! or 
agreements with the Grantee take appropriate and timely corrective actions; consider whether 
sub-recipients' audits necessitate adjustment of its own records; and require each such sub- 
recipient to permit independent auditors to have access to records and financial statements as 
necessary. 

(e) Audit Reports. The Grantee shall furnish or cause to be furnished to USAID an audit 
report for each audit arranged for by the Grantee in accordance with this Section within 30 days 
after completion of the audit and no later than nine months after the end of the period under 

(fj Other Covered Sub-recipients, For "covered" sub-recipients who receive fonds under the 
Agreement pursuant to direct contracts or agreements with USAID, USAID will include 
appropriate audit requirements in such contracts or agreements and will, on behalf of the 
Grantee, conduct the follow-up activities with regard to the audit reports furnished pursuant to 
such requirements* 

(g) Cost of Audits. Subject to USAID approval in writing, costs of audits performed in 
accordance with the terms of this Section may be chscrged to the Agreement 

(h) Audit bv USAID . USAID retains the right to perform the audits required under ithis 
Agreement on behalf of the Grantee by utilizing funds under the Agreement or other resources 
available to USAID for this purpose, conduct a financial review, or Otherwise ensure 
accountability of organizations expending USAID funds regardless of the audit requirement 

(i) Opportunity fa Aajft or Inspect The Grantee shall afford authorized representatives of 
USAID the opportunity at all reasonable times to audit or inspect activities financed under the 
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Agreement, the utilization of goods and services financed by USAID, and books, records md 
other documents relating to the Agreement I 



0) Sub~iecipient Books and Records. The Grantee wM incorpc^ 
(c), (g), (h) and (i) of this provision into all sub-agreements with non-G.S, organizations wftch 
meet the $300,000 threshold of paragraph (c) of this provision. Sub-agreements whh non-b.S. 
organizations, which do not meet the $300,000 threshold, shall, at a minimum, incorporate: 
paragrqfts (h) and (i) of this provision. Sub-*grc«ments with U.S. organizations shall state that 
- the U.S. organization is subject to the audit requirements contained in OMB Circular A-l 33. 

Section B.6. Completeness of Information. The Grantee confirms: 

(a) that the facts and circumstances of which it has informed USAID, or caused USAID to be 
informed, in the course of reaching agreement with USAID on the Agreement, are accurate and 
complete, and include all facts and circumstances that might materially affect the Agteementand 
(he discharge of responsibilities under tins Agreement; and 

(b) that it will inform USAID in timely fashion of any subsequent facts and circumstances 
that might materially affect, or that it is reasonable to believe might so affect, the Agreement or 
the discharge of responsibilities under this Agreement 

Section B.7. Other Payments. Grantee affirms thafno payments have been or will be received 
by any official of the Grantee in connection with the procurement of goods or services financed 
under the Agreement, except fees, taxes, or similar payments legally established in the country of 
the Grantee. 

Section E8* Information and Marking. The Grantee will give appropriate publicity to the 
Agreement as a program to which the United States has contributed, identify Agreement activity 
sites, and mark goods financed by USAID, as described in Program Implementation Letters. 

Article C; Procurement Provisions. 

Section CL Source and Origin. 

(a) Except as noted herein, Or in a sub-agreement issued by USAID, Grant funds will be used 
to finance the cost of goods and sendees having their source and origin, and with respect to 
suppliers of goods and services, their nationality, in the United States. Exceptions to this; 
requirement include local procurement transactions in accotdauce with USAID policy or i 
procurements made after obtaining source, origin and nationality waivers fobm USAID in| 
writing. In contemplation of host country contracting, USAID will provide the details of its ( 
source, origin and nationality rules, including its local procurement policy, in a Program 
Implementation Letter, 

(b) Local Cunencv Costs. Disbursements for Local Currency will be used w 

to finance the costs of goods and services required far the Agreement which meet the, 
requirements of USAID's local procurement policy which will be ptovided in a Program 
Implementation Letter. 
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(c) The source and origin of ocean and ait shipping will be deemed to be the ocean vessel's : 
or aircraft's country of registry at the time of shipment 

(d) Provisions concerning restricted and ineligible goods and services may be provided in a, 
Progfazn Implementation Letter. 

(e) Transportation by air of property or persons financed under Ibis Agreement will be on 
carriers holding United States certification; to the extent service by such carriers is available 
under the Fly America Act This requirement may he further described by USAID in Program 
Implementation Letters. 

Section C 2. Eligibility Date. No goods or services may be financed under the Agreement 
which are procured pursuant to orders or contracts firmly placed or entered into prior to the date 
of this Agreement, except as the Parties may otherwise agree in writing. 

Section C J. Hans, Specifications and Contracts. In order for time to be mutual agreement 
on the following matters* and except as the Parties may otherwise agree in writing: 

(a) The Grantee will furnish to USAID upon preparation: 

(1) any plans, specifications, procurement or construction schedules, contracts, or 
other documentation between the Grantee and third parties, relating to goods or services to be 
financed under the Agreement, including documentation relating to the prequalification and 
selection of contractors and to the solicitation of bids and proposals. Material modifications in 
such documentation will likewise be famished USAID on preparation; and 

(2) such documentation will also be furnished to USAID, upon preparation, relating 
to any goods or services, which, though not financed under the Agreement, arte deemed by 
USAID to be of major importance to the Agreement Aspects of the Agreement involving 
matters under this subsection 00(2) will be identified in Program Implementation Letters. 

(b) Documents related to the prequalification of contractors, and to the solicitation of bid* or 
proposals for goods and services financed under the Agreement will be approved by USAID in 
writing prior to their issuance, mid their terns will include United States standards and 
measurements, 

(c) Contracts and contractors financed undo- the Agreement for engineering and other 
professional services, for construction services, and for such other services, equipment, or 
materials as may be specified in Program Implementation Letters, will be approved by US AID in 
writing prior to execution of the contract. Material modifications in such contracts will also* be 
approved in writing by U SAID prior to execution; and 

(d) Consulting firms used by the Grantee for the Agreement but not financed under *hc 
Agreement, the scope of their services and such of (heir personnel assigned to activities financed 
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under the Agreement as USAID may specify, and constriction contractors used by the Giahtee 
for the Agreement but not financed under the Agreement, shall be acceptable to USAID. 

Section C.4. Reasonable Price. No more than reasonable prices will be paid for any goodb or 
services financed, in whole or in par^ under the Agreement Sueh items will be procured on a 
fan- and, to the maximum extent practicable, competitive basis. 

Section C.5. Notification to Potential Suppliers. To permit all United States finns to have the 
opportunity to participate in furnishing goods and services to be financed under the Agreement, 
the Grantee will furnish USAID such information with regard thereto, and at such times* as 
USAID may request in Program Implementation Letters. 

Section €.6. Transportation. 

(a) In addition to the requirements in Section C.l(a), costs of ocean or air transportation and 
related delivery services may not be financed under the Agreement, if the costs are for 
transportation under an ocean vessel or air charter which has not received prior USAID approval. 

(b) Unless USAID determines that privately owned United States-flag commercial ocean 
vessels are not available at fair and reasonable rates for such vessels, or otherwise agrees in 
writing: 

(!) at least fifty percent (50%) of the gross tonnage of all goods (computed separately 
for dry bulk carriers, dry cargo liners and tankers) financed by USAID Which may be transported 
on ocean vessels will be transported on privately owned United Stated-flag commercial vessels; 
and 

(2) at least fifty percent (50%) of the gross freight revenue generated by all shipments 
financed by USAID and transported to the territory of the Grantee on dry cargo liners shall be 
paid to or for the benefit of privately owned United States-flag commercial vessels. Compliance 
with the requirements of (1) and (2) of ibis snbsection must be achieved with respect to both any 
cargo transported from U.S. ports ami any cargo transported from non4J.S. ports, computed 
separately. 

Section C.7. Insurance. 

(a) Marine insurance on goods financed by USAID which are to be trraported to fthe 
territory of the Grantee may be financed as a foreign exchange cost under this Agreement 
provided: 

(1) such insurance is placed at the most advantageous competitive rate; 

(2) such insurance is placed in a country which is authorized under Section CU(a); 
and 

(3) claims thereunder are payable in U.S. dollars or any fieely convertible currency 
unless USAID agrees otherwise in writing. 
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If the Grantee (or government of the Grantee), by statute, decree, rule, regulation, or practice 
discriminates with respect to USAID-financed procurement against any marine insurance 
company authorized to do business in any State of the United States, then ail goods shipped to 
the territory of the Grantee financed by USAID hereunder shall be insured against marine risks 
and such insurance shall be placed in the United States with a company or companies authorized 
to do marine insurance business in the United States. 

(b) Except as ; USAID may otherwise agree in writing, the Grantee will insure, or cause to be 
insured, goods financed under the Agreement imported for the Agreement against risks incident 
to their transit to the point of their use under the Agreement; such insurance will be issued on 
terms and conditions consistent with sound commercial practice and will insure the full value of 
die goods. Any indemnification received by the Grantee under such insurance will be used to 
replace or repair any material damage or any loss of the goods insured or will be used to 
reimburse die Grantee for the replacement or repair of such goods. Any such replacement will be 
of source and origin of countries listed in USAID Geographic Code 935 as in effect at the time of 
replacement and, except as die Parties may agree in writing, will be otherwise subject to the 
provisions of the Agreement 

Section C Jk UJS. Government-Owned Excess Property. The Grantee agrees that wherever 
practicable United States Government-owned excess personal property, in lieu of new items 
financed under the Agreement, should be utilized Funds under the Agreesment may be used to 
finance the costs of obtaining such property* 

Section C9» Host Country Contracting. Any procurement by the Grantee financed by Giant 
funds shall be subject to the procedural requirements established by USAID's policies on host 
country contracting. In particular, such procurements shall be subject to the following 
requirements, in addition to those set forth in other sections of Article C (Procurement 
Provisions): 

(a) USAID must certify the Grantee's procurement system based on an assessment in 
accordance with USAID policies before consideration of any contract anticipated to exceed the 
equivalent of $250,000. 

(b) USAID approval of contracting steps is required for certain types of contracts. 

(g) USAID may require its approval of contracts not funded by USAID but having a 
substantial impact on activities funded by the Grant. 

(d) Contracts and substantive amendments must be awarded on the basis of competitive 
procedures* including advertising, which vary according to USAID policy by the type find 
amount of the contract and the goods or services being procured. 

(e) Grant funds may not be used to finance a contract in which the fee or profit increases 
without limitation as the cost of the contract increases, and may not be used to finance 
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engineering services contracts in which the price is set as a percentage of the actual waistruction 

cost* 

(f) Contracts shall include the mandatory requirements and clauses required by USAID 
policy. In particular cases, USAID may require inclusion of additional clauses consistent with 
USAID policy. 

(g) The requirements of Section B.5 shall apply to contracts. In addition, there shall be 
an audit when there is a basis for questioning contract representations in connection withi (1) 
cQSt-rehnbursable items in contracts that do not exceed $300,000, and (2) contract requirements 
such as source and origin of goods and use of U.S.-flag carriers. 

Details regarding these requirements may be described in Program Implementation Letters, 
Article]); Disbursements. 

Section B.l. Disbursement for Foreign Exchange Costs. 

(a) After satisfaction of conditions precedent, if any, the Grantee may obtain disbursements 
of funds under the Agreement for the foreign exchange costs of goods or services required for 
the Agreement in accordance with its terms, by such of the following methods as may be 
mutually agreed upon: 

(1) by submitting to USAED, with necessary supporting documentation as prescribed in 
Program Implementation Letters, (A) requests for reimbursement for such goods or services,: or, 
(B) requests for USAID to procure commodities or services on Grantee's behalf for the 
Agreement; or, 

(2) by requesting USAID to issue letters of commitment for specified amounts directly to 
one or more contractors or suppliers, committing USAID to pay such contractors or suppliers for 
such goods or services, 

(b) Banking charges incurred by the Grantee in connection with letters of commitment will 
be financed under the Agreement unless the Grantee instructs USAID to the contrary. Such other 
charges as the Parties may agree to may also be financed under the Agreement 

Section D J. Disbursement for Local Currency Costs. 

(a) After satisfaction of conditions precedent, if any, the Grantee may obtain disbursements 
of funds under the Agreement for local currency costs required for the Agreement in accordance 
with terms of this Agreement, by submitting to USAID, with necessary supporting 
documentation as prescribed in Program Implementation Letters, requests to finance such cost*. 

(b) The local currency needed for such disbursements may be purchased by USAID Vfith 
U.S. Dollars. The U.S. Dollar equivalent of the local currency made available hereunder wilf be 
the amount of U.S. Dollars required by USAID to obtain the local currency. 
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Section D.3. Other Forms of Disbursement Disbursements may also be made through such 
other means as the Parties may agree to in writing. 

Section D.4. Rate of Exchange, If funds provided under the Agreement are introduced into the 
Cooperating Country by USAID or any public or private agency for purposes of carrying out 
obligations of USAID hereunder, the Grantee will make such arrangements as may be necessary 
so that such funds may be converted into local currency at the highest rate of exchange which, at 
the time the conversion is made, is not unlawful in the country of the Grantee to any person for 
any purpose. 

Article E: Termination; Remedies. 
Section E.l. Suspension and Termination. 

(a) Either Party may terminate tins Agreement in its entirety by giving the other Party thirty 
(30) days written notice. USAID also may terminate this Agreement in part by giving the 
Grantee thirty £30) days written notice, and suspend this Agreement in whole or in part qpon' 
giving the Grantee written notice. In addition, USAID may terminate this Agreement in whole or 
in part, upon giving the Grantee written notice, if (i) the Grantee fails to comply with any 
provision of this Agreement, (ii) an event occurs that USAID determines makes it improbable 
that the Objective of the Agreement or the assistance program will be attained or that the Grantee 
vdll be able to perform its obligations under this Agreement, or (iii) any disbursement or use of 
funds in the manner herein contemplated would be in violation of the legislation governing 
USAID, whether now or hereafter in effect. 

(b) Except for payment which the Parties are committed to make pursuant to non-cancellable 
commitments entered into with third parties prior to such suspension or termination, suspension 
or termination of this entire Agreement or part thereof will suspend (for the period of the 
suspension) or terminate, as applicable, any obligation of the Partis to provide financial or other 
resources to the Agreement, or to the suspended or terminated portion of the Agreement, as 
applicable. Any portion of this Agreement which is not suspended or terminated shall remain in 
full force and effect 

(c) In addition, upoti such full or partial suspension or termination, USAID may, at USAID 3 s 
expense, direct that title to goods financed under the Agreement, or under the applicable portion 
of the Agreement, be transferred to USAID if the goods are in a deliverable state* 

Section E X Refunds. 

(a) In the case of any disbursement which is not supported by valid documentation in 
accordance with this Agreement, or which is not made or used in accordance with this 
Agreement, or which was for goods or services not used in accordance with tins Agreement, 
USAID, notwithstanding the availability or exercise of any other remedies under this Agreement, 
may require die Grantee to refund the amount of audi disbursement in U.S. Dollars to USAID 
within sixty (60) days after receipt of a request therefore. 
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(b) If the failure of Grantee to amply with any of its obligations under this Agreement has 
the result that goods or services financed or supported under the Agreement are not used 
effectively in accordance with tins Agreement, USAID may require the Grantee to refund all or 
any part of the amount of the disbursements under this Agreement for or in connection with such 
goods or services in U.S. Dollars to USAID within sixty (60) days after receipt of a request 
therefore. 

(c) The right under subsections (a) or (b) to require a refond of a disbursement Will continue* 
notwithstanding any other provision of this Agreement^ for three years from the date of the?; last 
disbursement under this Agreement. 

(d) (1) Any refunds under subsections (a) or (b), or (2) any refond to USAID from a 
contractor, supplier, bank or other third party with respect to goods or services financed under 
the Agreement, which refond relates to an unreasonable price for or erroneous invoicing of 
goods or services, or to goods that did not conform to specifications, or to services that were 
inadequate, will (A) be made available first for the Agreement, to the extent justified, and (B) the 
remainder, if any, will be applied to reduce the amount of the Grant 

(e) Any interest or other earnings on funds disbursed by USAID to the Grantee under , this 
Agreement prior to the authorized use of such funds for the Agreement will be returned to 
USAID in U.S. Dollars by foe Grantee, unless USAID otherwise agrees in writing. 

Section EJ. Non- waiver of Remedies. No ttelay in exercising any right or ren^ 

a Party in connection with its financing under this Agreement will be construed as a waiver of 

such right or remedy. 

Section EA Assignment The Grantee agrees, upon request, to execute an assignment to 
USAID of any cause of action which may accrue to the Grantee fo connection with or arising out 
of the contractual performance or breach of performance by a Party to a direct U.S. Dollar 
contract which USAID financed in whole or in part out of foods granted fay USAID under this 
Agreement 

Article?: Miscellaneous. 

Section Rl. Investment Promotion, 

(a) Except as specifically set forth in foe Agreement or otherwise authorized by USAID in 
writing, no fonds or other support provided hereunder may be used for any activity that involves 
investment promotion in a foreign country. 

(b) In the event foe Grantee is requested or wishes to provide assistance in the above area or 
requires clarification fiom USAID as to whether the activity would be consistent with the 
limitation set forth above^ the Grantee must notify USAID and provide a detailed description of 
foe proposed activity. The Grantee must not proceed with the activity until advised by USAID 
that it may do so. 
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(c) The Grantee must ensure that its employees and subcontractors and subhretiptefctd 
providing investment promotion services hereunder are made aware of the restrictions set forth 
in this clause and must include this clause in all subcontracts and other sub-agreements entered 
into hereunder. 

Section F.2. Voluntary Family Planning. 

The Parties agree that all USAID funds provided under this Agreement shall be used in 
accordance with applicable United States policy and statutory requirements relating to voluntary; 
fimily planning projects, and that none of the USAID funds provided under this Agreement, or 
goods or services financed by such funds, may be used for: 

(a) the performance of abortion as a method of family planning or to motivate or coercriany 
person to practice abortions; 

(b) die performance of involuntary sterilizations as a method of family planning or to cofcrce 
or provide any financial incentive to any person to undergo sterilizations; or 

(c) any biomedical research which relates, in whole or in part, to methods of, or the 
performance o£ abortions or involuntary sterilizations as a method family planning. 

(d) The requirements of this Section are fully described below. 

(1) Voluntary Participation and ffrmt? p1 « wng Methods 

(A) The Grantee shall take any steps necessary to ensure that USAID funds made 
available under this Agreement will not be used to coerce any individual to practice methods of 
family planning inconsistent with such individual's mond, philosophical, or religious beliefe. 
Further^ the Grantee shall conduct its activities in a manner which safeguards the rights, health 
and welfare of all individuals who take part in the program. 

(B) Activities which provide family planning services or information to individuals, 
financed in whole or in part under this Agreement, shall provide a broad range of family 
planning methods and services available in the country in which the activity i& conducted or shall 
provide information to such individuals regarding where such methods and services may be 
obtained. 

(2) Requirements for Voluntary Family Planning Pmjy-fr 

(A) A family planning ^3**" must comply with the requirements of this paragraph. 

(B) A "project >> is a discrete activity through which a governmental or 
nongovernmental organization or public international organization provides family planning 
services to people and for which funds obligated under this award, or goods or services financed 
with such funds, are provided under this Agreement, except funds solely for the participatioti of 
personnel in short-term, widely attended training conferences or programs. 
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(C) Service providers and referral agents in the project shall not implement at be 
subject to quotas or other numerical targets of total number of births, number of family planning 
acceptors, or acceptors of a particular method of family planning. Quantitative estimates or 
indicators of the number of births, acceptors, and acceptors of a particular method that are used 
for the purpose of budgeting, planning, or reporting with respect to the project are not quotas or 
targets under this paragraph, unless service providers or referral agents in the project are required 
to achieve the estimates or indicators. 

(D) The project shall not include the payment of incentives, bribes, gratuities) or 
financial rewards to (i) any individual in exchange for becoming a family planning acceptor or 
(ii) any personnel performing functions under the project for achieving a numerical quota or 
target of total number of births, number of femily planning acceptors, or acceptors of a particular 
method of contraception. This restriction applies to salaries or payments paid or made to 
personnel perfomring functions under the project if the amount of the salary or payment 
increases or decreases based on a predetermined number of birth*, number of family planning 
acceptors, or number of acceptors of a particular method of contraception that the personnel 
affect or achieve. 

(E) No person shall be denied any right or benefit, including the rigiht of access to 
participate in any program of general welfare or health care, based on the person's decision not 
to accept family planning services offered by the project. 

(F) The project shall provide family planning acceptors comprehensible information 
about the health benefits and risks of the method chosen, including those conditions that might 
render the use of the method inadvisable and those adverse side effects known to be consequent 
to the use of the method. This requirement may be satisfied by providing information in 
accordance with the medical practices and standards and health conditions in the country where 
the project is conducted through counseling, brochures, posters, or package insert*. 

(0) The project shall ensure that experimental contraceptive drugs and devices and 
medical procedures are provided only in the context of a scientific study in which participtyits 
are advised of potential risks and benefits, 

(H) With respect to projects for which USAID provides, or finances the contribution 
of, contraceptive commodities or technical services and for which there is no sub-agreement 
under paragraph (5), the organization implementing a project for which such assistance is 
provided shall agree that the project will comply with the requirements of this paragraph while 
using such commodities or receiving such services. 

(1) (i) The Grantee shall notify USAID when it learns about an alleged violation m a 
project of the recpuranents of subparagraphs (G), (D), (E) or (F) of this paragraph; ^(ii) the 
Grantee shall investigate and take appropriate corrective action, if necessary, when it learns 
about an alleged violation in a project of subparagraph (F) of this paragraph and shall notify 
USAID about violations in a project aflfecting a number of people over a period of time fort 
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indicate there is a systemic problem in the project; and (Hi) the Grantee shall provide USjfUD 
such additional information about violations as USAID may request. 

(3) Addhioftal Reauiremeiitg for Voluntary Steilfceation Programs 

(A) None of the ftmds provided under this Agreement shall be used to pay for the 
performance of involuntary sterilization as a method of family planning or to coerce or provide 
any financial incentive to any individual to practice sterilization. 

(B) The Grantee shall ensure that any surgical sterilization procedures supported in 
whole or in part by this Agreement are performed only after the individual has voluntarily 
appeared at the treatment facility and has given informed consent to the sterilization procedure. 
Informed consent means die voluntary, knowing assent from the individual after being advised of 
the surgical procedures to be followed; the attendant discomforts and rides; the benefits to be 
expected; the availability of alternative methods of family planning; the purpose of the operation 
and its irreversibility; and the option to withdraw consent anytime prior to the operation An 
individual's consent is considered voluntary if it is based upon the exercise of free choice arid is 
not obtained by any special inducement or any element of force* fraud* deceit duress, or other 
forms of coercion or misrepresentation 

(C) Further, the Grantee shall document the patient's informed consent by: (i) a 
written consent document in a language the patient understands and speaks, which explain^ the 
basic elements of informed consent, as set out above, and which is signed by the individual mi 
by the attending physician or by the authorized assistant of the attending physician; or (ii) when a 
patient is unable to read adequately, a written certification by the attending physician or by the 
authorized assistant of die attending physician that the basic elements of informed consent above 
were orally presented to the patient and that the patient thereafter consented to the performance 
of die Operation. The receipt of this oral explanation shall be acknowledged by the patient's mark 
on the certification and by the signature or mark of a witness who shall speak the same language 
as the patient. 

(D) The Grantee must retain copies of informed consent forms and certification 
documents for each voluntary sterilization procedure for a period of three years after 
performance of the sterilization procedure, 

(4) Abortion restrictions 

(A) None of the USAID fiinds provided under this Agreement shall be used to 
finance, support, or be attributed to the following activities: (i) procurement or distribution of 
equipment intended to be used for the purpose of inducing abortions as a method of family 
planning; (ii) special fees or incentives to any person to coerce or motivate them to have 
abortions; (in) payments to persons to perform abortions or to solicit women to undergo 
abortions; (iv) information, education, training, or communication programs that seek to promote 
abortion as a method of family planning; and (V) lobbying for or against abortion. The term 
"motivate," as it relates to family planning assistance, shall not be construed to prohibit the 
provision, consistent with local law, of information or counseling about all pregnancy options. 
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(B) Now of the USAIDftials provided under this Agr^ 
any biomedical research, which relates, in whole or in part, to methods of, or the performance of, 
abortions or involuntary sterilizations as a means of family planning. Epidemiologic* or 
descriptive research to assess the incidence, extent or consequences of abortions is not precluded. 

(5) Requirement far Sub-agreements 

The Grantee shall insert these requirements in all sub-agreements involving family 
planning or population activities which will be supported in whole or in part with USAID funds 
under the Agreement. 

Section R3. Prohibition on Assistance to Drag Traffickers. 

(a) USAID reserves the right to terminate this Agreement or take other appropriate measures 
if the Grantee or a key individual of the Grantee is found to have been convicted of a narcotics 
offense or to have been engaged in drag trafficking as defined in 22 GFR Part 1 40, 

(b) USAID reserves the right to terminate assistance to, or take other appropriate measpres 
with respect to, any participant approved by USAID who is found to have been convicted ibf a 
narcotics offense or to have been engaged in drug trafficking as defined in 22 CFR Part 1 40. 

(c) For any loan over $1000 made under this Agreement, the Grantee shall insert a clause in 
the loan agreement stating that the loan is subject to immediate cancellation, acceleration, recall 
or refund by the Grantee if the borrower or a key individual of a borrower is found to have been 
convicted of a niarcotics offense or to have been engaged in drug trafficking as defined in 22 
CFRPartI40. 

(d) Upon aotice by USAID of a determination undef paragraph (c) of this Section an{l at 
USAID's option, the Grantee agrees to immediately cancel, accelerate or recall the loan, 
including refund in M of the outstanding balance. USAID reserves the right to have the ban 
refimd returned to U$AID. 

(e) The Grantee agrees not to disburse, or sign documents committing the Granted to 
disburse, fimds to a sub-recipient designated by USAID ("Designated Sub-recipient") until 
advised by USAID that: (1) any United States Government review of the Designated Sub- 
recipient and its key individuals has been completed; (2) any related certifications have been 
obtained; and (3) the assistance to the Designated Sub-recipient has been approved. 

(f) The Grantee shall insert the following clause, or its substance, in its agreement with^my 
Designated Sub*ecipient: 'The Grantee reserves the right to terminate this Agreement or take 
other appropriate measures if the [Sub-recipient] or a key individual of the [Sub-recipient is 
found to have been convicted of a narcotic offense or to have been engaged in drug trafficking as 
definedin22CFRPart 140." 
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Section FA Prohibited Use*. 

(a) Both the Grantee and USAID are firmly committed to the international fight against 
terrorism, and in particular, against the financing of terrorism. It is the policy of USAID and the 
Grantee to seek to ensure that none of its funds a*e used, directly or indirectly, to provide support 
to individuals or entities associated with terrorism. In accordance with this policy, the Grantee 
undertakes to use reasonable efforts to ensure that none of the Grant is used to provide support to 
individuals or entities associated with terrorism. 

(b) In addition, the Grant may not be used to finance the purchase of services, commo^ties 
or equipment for the use or benefit of any military, paramilitary, police, prison or law 
enforcement force or for any military or paramilitary purpose or (y) fiom any country identified 
as a foreign policy restricted country in Section 228.03(b) of Part 228, Rules on Source, Origin 
and Nationality Hot Commodities and Services Financed by USAID, as amended by USAID from 
time to time- The Grant may not be used to finance the purchase of surveillance equipment, 
abortion equipment (as further described above), luxury goods and gambling equipment, or 
weather modification equipment; nor may die Grant be used for (a) any activity that involves 
investment promotion, unless specifically authorized by USAID as described above, or which 
would contribute to a violation of internationally recognized rights of workers as described! 
below, or (b) for purposes other than those authorized pursuant to relevant Program 
Implementation Letters. 

Section F.5. Workers' Rights. 

(a) Except as specifically set forth in the Agreement or otherwise authorized by USAflD in 
writing, no fluids or other support provided hereunder may be used for any activity that involves 
workers' rights in a foreign country. 

(b) In the event the Grantee is requested or wishes to provide assistance in the above area or 
requires clarification fiom USAID as to whether the activity would be consistent with the 
limitation set forth above, the Grantee must notify the USAID and provide a detailed description 
of the proposed activity. The Grantee must not proceed with the activity until advised by USAID 
that it may do so. 

(c) The Grantee must ensure that all employees and subcontractors and sub-recipients 
providing employment-related services hereunder are made aware of die restrictions set forth in 
this clause and must include this clause in all subcontracts and other sub-agreements entered into 
hereunder. 

Section F«6. Prohibition on Funding Foreign Government Delegations to International 
Conferences. Except as USAID may otherwise agree in writing, funds obligated under this 
Agreement which ate provided by USAID fiom the Foreign Operations, Export Financing, and 
Related Programs Appropriations Act for any U.S. Government fiscal year after fiscal year 1999 
may not be used to finance the travel, per diem, hotel expenses, meals, conference fees or other 
conference costs for any member of a foreign government's delegation to an international 
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conference sponsored by a public international organization. This restriction may be further 
described by USAID in Program Implementation Letters. 

Section F.7. Prohibition on the Promotion or Advocacy of the Legalization or Practice of 
Prostitution or Sex Trafficking, 

(a) The U.S. Government is opposed to prostitution and related activities* which are; 
inherently harmful and dehumanizing, and contribute to the phenomenon of trafficking in 
persons None of the funds made available under the Agreement may be used to promote or 
advocate the legalization or practice of prostitution or sex trafficking* Nothing in the preceding 
sentence shall be construed to preclude the provision to irufividi^ of p 

or post-exposure pharmaceutical prophylaxis, and necessary pharmaceuticals and commodities* 
including test kits, condoms, and when proven effective, microbicides. 

(b) For purposes of this provision, "sex trafficking" means the recruitment, harboring, 
transportation, provision, or obtaining of a person for the purpose of a commercial sex act. 

(c) The Grantee shall insert this provision in att sub-agreemente invdying HlV/AilDS 
activities funded by USAID in whole or in part, 

(d) This provision includes express terms and conditions of the Agreement and any violation 
of it shall be grounds for unilateral termination of the Agreement by USAID prior to the entf of 
its term. 

Section FA Crisis Modifier USAID and the Grantee recognize that humanitarian crises taay 
arise from time to time in Pakistan. The Parties recognize that, in order to allow for greater 
flexibility after the occurrence of a humanitarian crisis, the activities described in this Agreement 
may need to be refocused or repro^ammed to account for changed circumstances that could! not 
have been anticipated prior to the crisis event. The Grantee agrees that if USAID approached the 
Grantee subsequent to such a crisis event and requests modifications to tfcfo Agreement related to 
the effects of the crisis, the Grantee shall work with USAID to expeditiously approve gucfr 
modifications. The Grantee understands that all funds under this Grant must continue to be used 
for purposes for which they were appropriated by the United States Congress, and that approval 
for certain modifications to this Agreement related to the crisis event may require further 
approval from USAID/Washington and notification to the United States Congress prior to 
implementation. 
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